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PEELIMINART REMARKS. 



I. In the First Edition of this work, which was published in 
the year 1847, we undertook, mainly, to examine the charac- 
teristics of Benefit Building Societies, which were, then, all 
established on the Terminating System, and endeavoured, 
while pointing out and classifying errors of practice and 
theory into which the majority had fallen, to *lay down 
principles which might serve as a guide to the correct forma- 
tion of future societies, and as the basis of some consistency 
in their subsequent operations. We desired also to urge, 
upon the Managers and Directors of many that were already 
in existence, the necessity of turning their attention to the 
errors described, and of taking such measures as might be 
calculated to remedy the evil, by introducing judicious altera- 
tions into their rules and rates of subscription, or by making 
such other improvements as would be likely to avert from the 
societies confided to their care the disastrous termination, which 
they could not otherwise avoid. We recommended, also, the 
new system, we had devised, of associations on the principle of 
Permanent existence. 

It is gratifying to observe, that this effort to raise the 
standing of a class of institutions so eminently philanthropic 
has not been wholly unsuccessful. A great many new 
associations have been formed since 1847, upon sound and 
equitable principles ; while the managers of others, of 
some years' standing, have manifested considerable readiness 
to attend to the suggestions offered to them, and have sought 

• Preface to firfit edition. 
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to improve the defective portions of the constitution of their 
respective societies. 

They have seen that it is better to meet the difficulty, 
whilst the effects of erroneous systems are still young, and 
before the mischief produced has become insurmountable; 
and it is no slight justification for praise, that, on being called 
together and informed by their Managers of the imprac- 
ticability of their fulfilling, as the associations virere then 
constituted, the original letter of promise, the members, in 
most cases, have consented to steps being taken for the intro- 
duction of sound principles, although their previous expec- 
tations were thus disappointed. 

A great number of Terminating Societies have, conse- 
quently, been converted into Permanent associations ; and rules 
and tables have been adopted, by which all previously existing 
and subsequent members are placed on the same footing as if 
the new clauses had been in force from the beginning. The legal 
impediments, which borrowers might have thrown in the way 
of improvement, have been obviated by due care having been 
taken that the conversion should proceed in so impartial a 
manner, that neither their just interests should be disregarded, 
nor their cause favoured to the disadvantage of the general 
body. 

This was all the more necessary, as several societies, that 
have been converted without proper precaution in this 
respect, have become involved in litigation, with its conse- 
quent endless expenses, which might have been easily 
avoided if the requisite conditions had been attended to at 
the time of the conversion. 

II. Thus far, therefore, the object aimed at by us has been 
attained ; and it would not have been necessary to make much 
addition to the previous editions of this work, were it not 
that a strong tendency in the public mind, towards the forma- 
tion of other kinds of Industrial Associations, has become more 
and more manifest ; and Benefit Building Societies, under the 
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name of *Ereehold Land Societies, have been applied to the 
attainment of new objects, such as the extension of the 
Elective Franchise, &c., which are totally different from that 
for which they were originally designed, and were not con- 
templated in the Act of Parliament relating to their govern- 
ment. 

III. As, however, it is desirable that the new features thus 
introduced, as well as those which characterize other similar 
societies, should be guarded from the defects which have so 
disfigured their predecessors, we have traced, in additional 
pages, the general outlines of some of the chief varieties of 
the new institutions, under the form of supplementary chap- 
ters to the more detailed account contained in the first part 
of this Division of the Treatise. We have, also, endeavoured to 
explain the advantages of Tontine associations, and the excel- 
lent application that might be made of Life Assurance, with 

he systems of Fidelity and Loan Guarantee. Chapters have, 
further, been added in explanation of the principles upon which 
Benefit Societies might be formed, so as to assist in the high 
purposes of systematic Emigration and Colonization. 

IV. To bring the Art of Colonization within the compre- 
hension of the industrious classes, we believe it is necessary to 
interest their minds and pecuniary ambition in the subject. 
The control and advocacy of the movement must be committed 
to their diligence and sympathy. It is not by the reserved and 
distant-mannered representatives of a great company, that 
their co-operation in systematic colonization will ever bs 
obtained, or the Art be developed to perfection ; but by the 
Super-association — if we may be allowed the term — of a series 
of industrial associations united for the furtherance of the 
same popular object. 

* [See Division III., or, Treatise on the Enfranchisement aivd, Improve- 
ment of Coj>i/hold, Church, and Life Leasehold Property, for further 
developments of the principle of Land Transfer and Registration, and for 
a set of Rules suited for a Freehold Land Society.'] 
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V. The plan that, in the last chapter of Part II., vrill be 
found described for the carrying out our idea of Benefit 
Emigration and Colonization Societies, may be, perhaps, in some 
points, susceptible of advantageous modification or improve- 
ment; but in the absence, as yet, of thqse facilities that may 
be properly accorded by the legislature, either to the central 
company recommended by us, or to the Commission, which 
is the agent of the Oovernment, we can desire only that our 
system should be accepted by our readers in the light of a 
first attempt to adapt, for practical operation, the elements 
of a mighty scheme; 

On the locality to be selected, as the basis of any colony, 
we have expressed no opinion, since that has not formed part 
of the object of this work. Much, nevertheless, might be 
said upon the question, if into consideration be taken the 
relative distances of the colonists' future habitations from this 
kingdom, and the greater or less diminution which must arise 
in the available means of their support left unexpended at 
their arrival. The difference iii expense of maintenance 
during passage to a colonist, or to the country that sends him 
out, varies materially according to whether the rendezvous of 
emigration be the British provinces of North America, which, 
at but 2,500 miles' distance, can be reached in ordinary sailing 
vessels in some 30 days, or the Australian colonies, that 
require, by the speediest method of transit upwards of 60 
days to arrive at the end of a journey of 14,000 miles. On a 
large body of emigrants the effect of such a difference in 
expense would be of essential importance, and, to balance it 
the land to be purchased should be at a much lower price, which 
is the reverse of the actual fact at present. — {See 7iote to page 
230.) 

The broad principles of the Art would, in any case, be the 
same : to draw closer the ties between the colonies and the 
mother country ; to reproduce England on the other side of 
the great oceans ; to create for her superabundant population 
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institutions, feelings, and . a state of beneficial civilization, as 
near akin to that of this country as possible ; and to induce the 
parent to promote her own interest by watching after the future 
welfare and by strengthening the hands of her children ; so that, 
through discontent and indignation at neglect, they may never 
be led even to consider the possible advantages of Separation. 

Vl. Before entering into the specialities of the Treatise, we 
would detain the reader's attention, for a few moments, on the 
legal constitution of associations, contemplated for the purpose 
of fostering a provident spirit among the industrious classes, 
whether it be in the investment of their savings, or in the 
effecting -of various objects rendered desirable by the neces- 
sities of their situation. According to the present laws, un- 
less by a special Act of Parliament or -Royal Charter, a 
legal existence can only be given to them by registration 
under the Friendly or Benefit Building Societies Acts, or 
under the recent Act of 1856, (19 & 20 Vict. cap. 27) for the 
regulation of Joint Stock Companies, whereby that of 1844 
(7 & 8 Vict. cap. 110) is repealed. The new Act was passed 
to meet the instances which used tp occur, where admirable 
institutions, from not being exactly within the definition of 
the former privileged Acts, had either to be abandoned or 
enrolled under that of a Joint Stock Company, and thus 
entail responsibility, without limit, upon the promoters and 
others, who furnished, under the name of shareholders, the 
working capital. By the new Act, Companies may be formed 
either with or without limited liability to the shareholders, 
and very little expense is entailed in the registration. [See 
Division VL (of the work of which this is the 2nd Division) 
on Industrial Partnership Societies under the new Act.] It 
is to be hoped that the facilities granted by the improved law 
will afford a great impetus to the institution of superior 
trading companies, under the management, and with the aid 
of that class of prudent people, not mere speculators, who 
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have hitherto been deterred from entering into public enter- 
prises, through the danger, in case of failure, of the total ruin 
of themselves and of those members who may happen to be 
possessed of property. The industrious classes used formerly 
to see plans set on foot, with which they would readily asso- 
ciate, were it not that, by so doing, they created a Joint 
Stock Company with its indefinite responsibility. Through 
this, too frequently, the best combinations were left in the 
hands of reckless speculators, whose unlimited liability was 
of no value. 

Among the motives for the recent change in the law, were 
the opinions expressed by the Parliamentary Committee, who 
referred to the rapid increase in population and in wealth 
of the middle and industrious classes within the last half 
century, and who contended that the great change in the social 
position of multitudes, from the growth of large towns and 
crowded districts, renders it more than ever necessary that 
corresponding alterations in the law should take place, both 
to improve their condition and contentment, and to give 
additional facilities to investments of the capital which their 
industry and enterprise is constantly augmenting ; and " that 
if such measures were carried into effect, a stimulus would be 
given to the industry of the country, likely to cause addi- 
tional employment and contentment, without injury to any 
class, and with increased security to the welfare of all." 

VII. We should mention, perhaps, that an Act (15 & 16 
Vict. cap. 31, called the " Industrial and Provident Societies' 
Act") was passed in 1852, ostensibly with the object of facili- 
tating Industrial Trade Societies, but it has become a dead 

« 

letter from its birth, through the absurd restxictions it contains 

as to : — 

1st. The amount of interest a Member may have in the 

Society. 
2nd. The mode in which the profits are to be applied, and 
3rd* The condition that his liability should be UTilimited. 
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A variety of errors and oversights also disfigure the Act, 
which it has been attempted partially to remove by subsequent 
clumsy enactments in 1854 and 1856. 

The new Joint Stock Company's Act of 1856 is, however, 
infinitely preferable to all the above industrial Acts. 

YIII. Yet all the contemplated improvements in industrial 
associations will be rendered nugatory, unless some provision is 
introduced to secure thorough respectability and good faith in 
their management. The recent defalcations in Savings' Banks, 
to such an extent as to require grants of money from Parliament, 
for the relief of the subscribers, from utter loss of their savings, 
and the reckless promises of so many of the Joint Stock Com- 
panies, Friendly Societies, and Loan Companies, made to induce 
business, cannot fail to produce conviction of the urgency of 
some public system of Auditing accounts, whereby the interest 
of the public at large may be protected. Even the few 
investigations hitherto made by Public auditors, deputed for 
that purpose to various institutions, have evinced the efiSiciency 
of some such plan of inspection. It stands to reason, that 
errors in the principles by which the form of the accounts is to 
be guided, or unjustifiable measures in the management of the 
concern, are only likely to be obviated by the check supplied 
through an independent and impartial audit, by which not 
only the Account books, but the Minute books of the Directors 
and the Letter book of the Secretary are examined. 

IX. The power of Association, which, in the present day, 
is becoming so well understood, is applicable, of course, to 
numerous other purposes besides those discussed in this 
Division of the Treatise ; and we have endeavoured, in the 
other Divisions, to explain the principles upon which other 
associations should be established or conducted. 

The arguments, adduced in support of our views respecting 
the institutions specially examined in this part, are, however, 
applicable to any other, in which it is desired to settle upon 
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a sure basis the relative position of the members. The truth 
of the following remarks of the eminent philosopher, Rossi, 
is now recognized. 

" L'association est un instrument, une arme de la plus 
haute puissance." . . . " Le progres social ne peut consister k 
dissoudre toute association, mais a substituer aux associations 
forc^es, oppressives, des temps passes, des associations volon- 
taires et equitables. ' ..." Tout peuple, chez lequel peut 
se realiser cette haute combinaison de la puissance individuelle 
avec le principe d'association, est entr^ definitivement dans la 
carriere de la Civilisation Progressive," ♦ 

But, in our admiration of the principle in question, through 
which much benefit might be derived by the working classes, 
from their co-operation in trades or manufactures, and the 
maximum of advantage might be secured from the repro- 
ductive use of their faculties, just as in the material invest- 
ment of their monetary property, we would not desire that, in 
carrying out the association . of individuals, the subdivision of 
labour, and consequent speciality of employment, should be 
carried to such an extent as to narrow the intellectual 
faculties of any man to a single operation. With Adam 
Smith, we feel " that the understandings of the greater part 
of men are necessarily formed by their ordinary employment; 
that dexterity at a particular trade seems too often to be 
acquired at the expense of intellectual and social virtues; 
that the uniformity of stationary life tends to render them 
jncapable of exerting their strength with vigour and perse- 
verance in any other employments than that to which they 
have been used." 

X. We commend to the attention of our readers one appli- 
cation of which the Joint Stock Companies Act of 1856 is 
susceptible, namely : 

The formation of " Credit Foncier" or Land Credit Asso- 

• Cours d'Economie Politique. — Eom. Tome 2. 
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ciations on the principles that have been found so beneficial 
in Prussia^ Poland, Bavaria, Hanover, and many of the smaller 
German States ; in Switzerland and Belgium, and which more 
recently (in 1852) were introduced into France by the Em- 
peror, then president of the Republic. 

Their object is: firstly, to mobilize the soil, so as to give it 
a transferable species of Credit which can be used and trans- 
ferred like a bill of exchange ; and secondly, to facilitate the 
liquidation of Mortgages on land by gradual instalments. The 
reader, who is interested in the subject, should peruse the 
Memoire (1848) of M. Wolowski on the organization of the 
Credit Foncier; and the Manuals of M. Le Hir (1852) and 
M. Emile Beres (1853), which contain much valuable infor- 
mation on the subject of Land Credit Banks. The system of 
the Credit Foncier of France, which we personally examined 
in 1853, does not seem yet, however, to have met with the suc- 
cess it deserves, through the opposition of the provincial notaries, 
-whose profits in conducting advances on land it would have 
tended to diminish. The Report of M. Josseau to M. Dumas, 
Minister of Agriculture (1851), should be consulted ; as also 
M. Royer's work on the Institutions for Land Credit in 
Germany, and the recent admirable suggestions of Mr. Vincent 
Scully, CI.C., M.P., for a new Land System. 

Mr. Scully remarks that, ''It is a most idle illusion to 
imagine that a sound measure to facilitate Transfer of Land 
can ever tend to its undue subdivision, to give an improper 
impulse to democracy, or to afiect injuriously the aristocratic 
element of these kingdoms. Such a measure would produce 
the very opposite results. Should the occasion arise, it will be 
easy to demonstrate that the free Sale and Purchase of Land 
can lead to no over-population of a country, or morcellement 
of its farms. It would have a highly preservative tendency, 
and would stabilitate a territorial proprietary, whilst admitting 
all industrious classes into either a present or a prospective 
participation in the ownership of Land. In the words of the 



• 
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Chief Secretary for Ireland — * Its operation would be to in- 

* crease the value of land to the Seller, and to give security 

* to the Purchaser. It would also have the effect of enabling 

* persons to buy small portions of land, and, by that means, 

* of steadying the minds of the public and encouraging them to 

* make investments at home.' " 

It has been further argued by Mr. Scully that a system of 
Land Debentures should be created, of which there are ♦already 
several instances in force in England and Ireland — one of the 
most remarkable being that conferred by the Legislature on the 
Lands Improvement Company^ through a special Act, the 
16 ^ 17 Vict. cap. 154, enabling it to charge land with trans- 
ferable Debentures, in order that the owners may make 
improvements tending to develope the resources of their lands. 
It would be impossible to overrate the benefit, that would arise 
to small capitalists from the existence of a general system of 
fLand Debentures, to be registered in such a manner as would 
admit of legal rights being secured without tedious or expensive 
preliminaries. 



* [For Example : — In England ; Land Drainage Company's Act, 12, 
13 Vict, crxci. ; Copyhold Enfranchisement Act, 15, 16 Vict. c. 61 ; Land 
Improvement Company's Act, 16, 17 Vict. c. cliv. — Ireland; Land 
Drainage Act, 6, 6 Vict. c. 89. s. 100 ; Farmer's Estate Society's Act, 11, 
12 Vict. c. cliii. ; 14, 15 Vict. c. cxliii. ; Sir J. Romilly's Securities for 
Advances Bill of 1850. — Channel Islands ; See Duncan's Guernsey, p. 
286 ; Berry's Guernsey, p. 177 ; Plee's Jersey, p. 251 ; Le Cras's Laws of 
Jersey, p. 324 ; V. Scully on the Channel Islands, p. 64. — Europe ; See 
"Land Credit Companies of Prussia," by W. Pollard ITrquhart, M.P. 
(1863) ; Jacob's Tour of Poland (1826) ; and as to Belgium, Hamburgh, 
Frankfort, and parts of Germany, see Evidence of Mr. James Stewart 
and Mr. John Stuart Mill, before the Commons Savings' Committee 
of 1850.] 

t [Agricultural Statistics (England). — A blue-book, lately pub- 
lished, contains the reports of the Poor Law Inspectors on agricultural 
statistics in England in 1854, presented to Parliament. From a general 
summary prefixed to the local reports, it appears that the gross estimated 
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XI. The Appendix to this Division will be found to contain 
various interesting, investigations into the operations of societies 
dealing with compound interest and life contingencies, and 
more particularly suggestions for the extension of Savings 
Banks, &c., by the* deposit system, which we have devised, of 
contributions based upon two simultaneous rates of interest, 
one for Accumulation, and the other for Withdrawals. 

XII. In conclusion, we would impress upon our readers, that 
the establishment of such associations and companies, as are 



totals in the counties of England and Wales were as follows — viz., 
number of statute acres, 37,324,915, of which the following numbers 
were under tillage for various grains — viz., 3,807,846 acres of wheat, 
2,667,776 acres of barley, 1,302,782 of oats, 73,731 of rye, 698,188 of 
beans and peas, 218,551 of vetches, 2,267,200 of turnips, 177,263 of man- 
gold, 12,638 of carrots, 192,287 of potatoes, 10,156 of flax, 18,976 of 
hops, 1,079 of osiers, 97,334 of other crops, and 895,969 bare fallow land, 
making a grand total, under the agricultural division, of 12,441,776 acres. 
The grand total number of acres under grass, amounted to 16,212,203, 
including 8,174,946 acres of permanent pasture land, and 2,224,862 acres 
of sheep walks and downs. The number of acres in houses, gardens, 
roads, <fec., was 976,197 ; the number of acres in waste attached to farms, 
786,658 ; the number of acres in wood and plantations, 1,697,362 ; the 
number of acres in commons belonging to parishes, 1 ,937,164 : the 
number of acres in holdings of less than two acres, 459,447 ; and the 
number of acres not accounted for, 3,814,108. The stock of all the 
counties in England and Wales in 1854 included 1,050,931 horses, 
258,079 colts, 1,376,730 milch cows, 707,192 calves, 1,339,279 other cattle, 
including working oxen, 244,106 tups, 7,299,915 ewes, 6,987,982 lambs, 
4,159,085 other sheep, and 2,363,724 swine. It should be explained that 
returns have been received from eleven counties only, those for the re- 
maining counties being simply estimated. In England, 61,496 acres, 3 
roods, and 23 perches are occupied by railways ; while in Wales, 3,550 
acres and 23 perches are occupied by railways.] 

• [See Division I, for a set of Deposit Tables, calculated by the 
formulae above referred to, for the use of Savings Banks and Industrial 
Societies.] 
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considered in this Treatise, can only lead to satisfactory 
results, and avoid reacting, by failure, as a check upon the 
continuous energy and forethought of the industrious classes, 
through the managers constantly bearing in mind, that, 
even when the broad principles of a system are definitely 
settled, the details are far from being unimportant; that 
nothing is more easy than to ruin the most carefully con- 
structed plan by committing apparently trifling errors in its 
execution ; that the inconsistencies and objections to many of 
the existing associations, which we have examined, are easy 
to obviate, as their prevention lies entirely within the province 
of the parties who are charged with the management of the 
society's operations ; and that our object is not only to expose 
errors, but to direct attention to the principles of the plans 
themselves, as containing materials for improvement, which 
may be made beneficial to the community at large. With 
the lamented economist, M. Frederic Bastiat, we would say 
that, ** *Aux douleurs de la concurrence Thumanite apprend, 
chaque jour, a opposer deux puissants remfedes : la Prevoy- 
ance, fruit de I'experience et des lumieres, et 1' Association, qui 
est la Prevoyance Organis^e. 

* Hartmnies Economtques, 
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PART !• 

ON BENEFIT BUlLDINO SOCIETIES. 

* The svhject of this work h(xs presented difficulties of a complicated 
character, from the various phases under which the peculiar defects of 
individual societies appear. The tosh has, hcywever, been lightened by the 
reflection, that, although it cannot he eapected that this efort, to place 
them upon a more rational and secure footing, wiU meH with the success 
of whoUy obviating errors for the future, yet a most important end will 
at once be obtained, if the attention of the Fatrofis, Trustees, Directors 
and other offi^cers of many of these institutions, be awakened to the sense 
of the grave nwral responsibility incurred by them, in aUounng their 
names to be connected with schemes, which, while professing to benefit, 
do but cause injwry to those, for whose good they were designed, — to 
individucds not of equal infomuUion and position with themselves, but 
from a doss remarkable for the simple faith with which they believe in 
any statement, that is sanctioned by the countenance of their superiors.'* — 
[Extract from preflEice to first edition.] 

CHAPTER I. 

INTRODUCTION. 

Art. 1. — Among the remarkable features of the present 
age, Benefit Building Societies occupy a very leading position^ 
They have increased in such numbers during the last few 
years, not only in the metropolis, but in every part of the 
kingdom, that it has become a matter interesting to all to 
understand, correctly, their object and the true principles on 
which they ought to be founded. This information is the 
more desirable, as large sums of money are already subscribed 

B 
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to these associations, and they seem likely in a few years to 
engage in their operations a considerable portion of the in- 
vesting capital of this country. But, although they have 
received extensive support from the industrious classes, it 
is painful to find, that very few of the existing societies are 
guided by principles, which can, either in theory or practice, 
justify the hope of their terminating with the advantageous re- 
sults held out as an inducement to parties to become members. 

That the principles of Building Societies should be erro- 
neous, and yet that their popularity should be so widely 
extended, may be ascribed to two causes. As yet, but few 
persons of sound mathematical knowledge or experience in 
calculations have turned their attention to the subject, and 
the societies hitherto formed have been deprived of that basis 
of science and just reasoning, which alone can ensure the 
prosperity of this or any similar kind of speculation. On the 
other hand, the members of these associations have, in general, 
been led to expect from them an unreasonable degree of 
benefit — a false impression, which has been shared even by 
persons of the more educated orders. 

2. — A Benefit Building Society, when properly constituted, 
is a species of joint stock association, the members of which 
subscribe periodically, and in proportion to the number of 
shares they hold, difierent sums into one common fund, 
which thus becomes large enough to be advantageously em- 
ployed by being lent out at interest to such of the members 
as desire advances ; and the interest, as soon as it is received, 
making fresh capital, is lent out again and again, so as to be 
continually reproductive. Large sums may be raised in this 
manner ; for, to take an example, if 1000 shares were sub- 
scribed for at 10^. per month per share, the amount in one 
year would be £6000, which, month by month as received, 
might be advanced to any members, who should wish to 
become borrowers. The payments of Borrowers are so 
calculated as to enable them to repay, by equal monthly or 
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less frequent instalments^ within a specified period^ the prin- 
cipal of the sum borrowed and whatever interest may be due 
upon it throughout the duration of the loan. The other 
members who have not borrowed, and who are generally 
called Investers, receive, at the end of a given number of 
years, a large sum, which is equivalent to the amount of their 
subscriptions with compound interest accumulated upon them. 

The idea of a society upon this principle, correctly formed and 
afterwards properly managed, is of the most admirable kind. 
For on the one hand, it holds out inducements to industrious 
individuals to put by periodically from their incomes small or 
large sums, which are invested for them by the society, and, 
at the end of a certain time, are repaid to them in the shape 
of a large accumulation, without their having themselves the 
trouble of seeking for suitable investments; while on the 
other hand, the money subscribed, being advanced to some of 
the members, enables them to purchase houses, or similar 
property, and to repay the loan by small periodical instal- 
ments, extended over a number of years. 

3. — As regards the purchasing of house property. Benefit 
Building Societies must be deemed peculiarly beneficial. We 
have only to consider how large a portion of a man's income 
is usually absorbed by the payment of rent, especially among 
the lower classes, who pay for their tenancy much more 
heavily than their richer neighbours, considering the relative 
value of the houses which they occupy. It has been justly 
said, that " Every one knows something of the ultimate cost 
of hiring furniture for their houses or lodgings ; they know 
that it is much more advantageous to the hirer of furniture 
to buy the articles outright than to pay continually for their 
use ; and, therefore, most prudent people in the middle and 
humble walks of life, make it a rule to purchase their own 
furniture and other articles of domestic comfort and con- 
venience. They know that the price paid for long hiring is 
at least equal to the original price of the article hired. And 
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yet how many thousands of persons there are in the Metropo- 
lis only, who deem it an unwise extravagance not to purchase 
their articles of household furniture, and yet are quite content 
to hire their homes. What numbers occupy hired houses or 
apartments, to deposit their own furniture in^" 

4. — It is, however, only by means of these societies that 
persons, who are not possessed of capital and who merely 
receive their incomes periodically, can ever become possessors 
of a house ; and this they are enabled to do oiily from the 
practical fact, that the annual repayments, required by a 
society upon a loan, do not much exceed the rent of a house, 
which could be purchased with the sum borrowed ; so that a 
man living 10 or 14 years in a house, instead of paying his 
rent to his landlord and thus losing so much money for ever, 
pays it with a small addition to a Building Society for a 
limited number of years, and in consideration of his consent 
to this arrangement, the society advances him at ouce the 
money requisite for the purchase of the property, which thus 
in the stipulated time, when the loan has been repaid with 
interest, becomes entirely his own, the money advanced being 
in the meantime secured by a suitable mortgage. 

5. — Such is the simple outline of the plan pursued in the 
practice of Benefit Building Societies, and if efficient means 
could be provided for securing correctness in their principles 
of calculation and a fair and honourable way of carrying out 
their object, these institutions might undoubtedly be con- 
sidered as an excellent application of the system of mutual 
association. A private individual usually finds it imprac- 
ticable to obtain an advantageous accumulating interest for 
the smaller sums, which he can spare from his necessities. 
This arises from the circumstance of his having no means of 
procuring satisfactory information respecting the adequacy of 
any security contemplated for his investment, nor is he in the 
way of hearing of remunerative opportunities, which present 
themselves from time to time. 
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An association, however, of provident persons can command 
all that is wanting to the single member ; and, althougli the 
trifling contribution of each by itself would be too small to 
be capable of reproductive investment, yet, when united with 
others in a large sum, it becomes a proportionate participator 
and has its representative in the aggregate profits of the general 
body. Moreover, where there exists a variety of amoimt of 
talent and capital, their union for the purposes of carrying out 
the same design facilitates and renders possible its accomplish- 
ment. The efforts of a body of men in pursuit of a good object 
are generally successful, whether they endeavour to attain for 
themselves definite and tangible results by the operation of 
great commercial enterprises, or whether they combine with 
the provident desire to avert, as far as possible, the pecuniary 
loss, to which the death of any individual among their number 
would expose the members of his family. As an application 
of the former species of association, though in a limited degree 
and among humble classes. Benefit Building Societies have 
proved a remarkable illustration of the great advantages 
conferred by the working of this principle, but they are yet 
so obscured by defects and errors, as to require the application 
of many improvements, both in their system and practice, to 
prevent them from sinking into disrepute. 

6. — The first Benefit Building Society, which can be traced, 
was founded in 1815 under the auspices of the Earl of 
Selkirk. It was a village club at ELircudbright in Scotland. 
Other institutions of a similar kind were afterwards estab- 
lished in the same kingdom under the title of * Menages,' and 
the system was soon adopted in England by societies formed 
in the neighbourhood of Manchester and Liverpool, and other 
parts of the North. After the year 1830 they increased so 
rapidly, that on the 14th of July 1836, a special act (6 and 7 
William IV, cap. 32) was passed for their encouragement and, 
protection, in the provisions of which w«re embodied certain 
clauses applicable to their conduct, which were included in. 
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the statutes relating to Friendly Societies, passed in the 
reigns of George III and George IV. As a proof of their 
numbers it may be stated that up to the 30th September 1850, 
there had been registered in the united kingdom considerably 
over 2,000 societies, of which in England alone 169 were added 
in the first nine months of that year — a proportionate increase 
having taken place in Scotland and Ireland. Of these socie- 
ties, there is evidence to shew that about 1,200 are yet in 
existence, the total income of which is calculated at not less 
than £2,400,000 a year. In fact, there are two or three whose 
annual incomes are between £50,000 and £60,000 each. 

7. — The Act of Parliament just mentioned was passed in 
1836, under the designation of "An Act for the regulation 
of Benefit Building Societies," for the express purpose of 
encouraging the formation of such institutions, by granting 
them various privileges, among which is the power of charging 
a higher rate of interest than was formerly allowed ; while, to 
protect their subsequent operations, it was enacted, that each 
society should be governed by certain rules, to be approved 
of, and so certified, by a barrister appointed by Government, 

When this act was passed, it seems to have been overlooked 
that societies of this kind would be exposed to more serious 
danger than ever, when thus encouraged by a special act, if 
the rates of subscription were to be left unguided by any 
advice or check furnished by competent authority. This cir- 
cumstance has been the cause of considerable mischief, inas- 
much as by far the greater number of the existing building 
societies are founded on incorrect principles of payment, and 
many evince on the part of their originators much ignorance, 
even of the simplest operations of compound interest. In 
some instances the statements put forth are very extravagant, 
and it would not be easy to account for the confidence with 
which they are too often received, were it not that a species 
of fascination for this kind of investment seems to possess the 
minds of the industrious classes; and even persons of superior 
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position^ who would be expected to have more information , 
have united in giving their sanction to the error, for it has been 
found that no Benefit Building Society has ever been started, 
however ridiculous its pretensions, which has not speedily 
succeeded in drawing together a number of shareholders. 

8. — The tone of moderation assumed in many of the prospec- 
tuses appears sometimes to proceed from an honest conviction on 
the part of their authors, and, as such, is but too well fitted to 
gain the confidence of single-minded persons: it is not unusual 
to find some impossible project represented as ''no specula- 
tion — ^no scheme, by which uncertain results are to be obtained, 
but a sober, well-tried, and successful mode of associating 
together a number of persons for the benefit of the whole," 
and then, although it is deemed unnecessary to give the 
grounds upon which their promises are founded, they shelter 
themselves beneath the mantle of legislative sanction, and 
adduce the Act of Parliament as being of " itself sufficient 
evidence of the favourable opinion entertained by Government 
of their Society," It cannot be wondered at that statements, 
advanced in such language as this, and supported by so high 
an authority, too frequently gain the confidence of the public. 

9. — Nor is it thus only that the legitimate object of Building 
Societies has been perverted. In order to render them popu- 
lar and attractive, the projectors have also, in many cases, 
not contented themselves with promising to the poor but 
industrious man the privilege of becoming the possessor of a 
house by easy means ; but have unhappUy infu^d into him 
an eager desire to obtain a disproportionate amount of gain in 
his purchase. Hence it comes to pass, that, instead of his 
feeling a lively satisfaction, at being able to get possession of 
his house by the payment to a society of very little more than 
the amount of his rent during a reasonable number of years, 
he is taught to believe, that the important advantage he covets 
can be obtained for him by means and within a period of time, 
which common sense ought to have suggested as impossible. 
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Whilst this attraction is held out to the borrowers, a 
similar sacrifice of principle is made to the investers, or non- 
borrowers, who are promised large accumulations at the end 
of a limited number of years, in return for disproportionately 
small monthly subscriptions. The same prospectus will fre- 
quently contain these incompatible statements, and yet the 
subscribers believe with implicit and blind faith in the virtues 
of the scheme, into the practicability of which they do not 
trouble themselves to inquire. They lose sight of the fact, 
that, in saving a little money they are but providing against 
misfortunes and the exigencies of life : that facilities for the 
investment of their savings are only valuable, in so far as they 
increase their means for that purpose, and that, not for one 
moment, should they labour under the delusion that, by 
joining this or that association, their fortunes can be made 
without trouble. Such hopes cannot receive too strong a check, 
as they give rise to ideas, which lead the working classes beyond 
their sphere, and incapacitate them for the exertion necessary 
to maintain them in it, and thus cannot fail to induce misery 
and disappointment in the end. 

lO.-^In addition to the discouraging effect produced by the 
errors introduced into so many existing societies, there are 
other obstacles to their complete success, that arise from some 
imperfections in the Act of Parliament relating to them, the 
discussion of which would be too long in this place. More- 
over, from these societies having been, up to a recent period, 
chiefly dependent on the lower ranks of life, their resources 
have been too limited to render their operations sufficiently 
important to attract the attention or secure the assistance of 
persons of information or talent. In the presence, however, of 
these objections or difficulties, it may confidently be affirmed, 
that their introduction into this country has been accompanied 
by very happy results in promoting habits of economy and 
prudence among the poorer classes. Much good has been 
obtained by their enabling so large a number of persons to 
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become possessors of houses and land, which, on the conclusion 
of their payments, they occupy free of rent, and can transmit as 
a little property to their family. This pecuniary interest serves 
at once to bind them to the soil and to promote a feeling of love 
and veneration for the national institutions of their country. 

11. — Yet it is remarkable that this excellent principle has 
been completely overlooked by a class of persons, in more easy 
circumstances, to whose case it woidd admit of more ready 
and certain application. There are a vast number of profes- 
sional men, and others engaged in commercial pursuits, with 
ample means, who continue for years to pay away large sums 
in rent, without reflecting, that, by uniting together in the for- 
mation of a superior kind of Benefit Building Society, they 
would be able to realise additional property for their families, 
with but little extra outlay. Such a society would also offer 
another channel for temporary investment to many non-com- 
mercial persons of the higher classes, who would be willing, as 
Investers, to lay out, from time to time, comparatively small 
sums of money at advantageous interest. 

12. — Hitherto the money accumulated by these associations 
has been devoted solely to the purpose of enabling members to 
become purchasers of houses and land, or similar property ; 
yet, as far as the principle is concerned, there is no reason why 
it should not be applied to other objects, provided the invest- 
ment obtained be equally safe. Illustrations of this kind will 
be given further on (Chapter 8), where will be found remarks 
on the plan of a Building Society, the shares of which, by the 
adaptation of a combination of Life and even Fidelity Assur- 
ance, can be made payable at the end of a definite number of 
years, or sooner in case of death ; while, at the same time, 
they may serve as security for the fidelity of the possessor, 
when holding a situation of trust. 

We shall conclude this chapter with a statement of 
some of the leading examples of the various uses, to which 
Benefit Building Societies are at present applicable. 
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1st. — ProvUUms for Old Age may be secured, payable at 
the end of any number of years, by a person joining 
the society as an invester. 

2nd. — Houses can be purchased^ instead of being hired, 
by an inconsiderable increase of annual outlay. 

3rd. — Heads of large commercial establishments and 
ministers of parishes may, by affording encourage- 
ment, advice, and protection in the formation of such 
societies, secure more benefit for their dependents and 
the humbler members of their charge, than can be ob- 
tained by any effort, however extensive, of private 
charity. 

4th. — Leaseholders, such as farmers or others, desirous 
of providing for the/«« on renewal of their leases (if 
for terms certain), can do so by joining a society as 
investers, and subscribing for such number of shares 
(to be received in full at the required time) as will 
meet the amount desired. This obviously would be to 
many an easy mode of providing for what is now often 
felt to be a difficult and onerous charge. 

5th — The Premiums or Fees for placing boys as appren- 
tices or articled clerks to solicitors, engineers, &c., can 
be obtained in a similar way. 

6th. — Marriage and Family Endowments of all kinds can 
be secured. 

7th. — Benevolent Institutions and Religious Societies 
can borrow funds for the erection of churches, alms 
houses, schools, chapels, &c., or for the immediate 
paying off of any debts from such institutions, and the 
amount borrowed can subsequently be repaid by chari- 
table contributions periodically collected. 
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CHAPTER II. 



ON THE NATURE OF THE OPERATIONS OF COMPOUND 

INTEREST. 



'' L'Interet est le loyer d'un Capital prete^ on bieo, en termes plus exactes, 
achat des services productifs que peut rendre un Capital." — Saif, Eeo- 
nomie Politique, Tom. ii, p. 480, Ed. 4c«ne. 



Art. 13. — Previously to describing the theoretical con- 
struction of a Benefit Building society, or any other similar 
association, a few remarks will be necessary respecting the 
principles of compound interest, on which the rates of sub- 
scription are supposed to be based, so that the general reader 
may be enabled to judge of the manner in which the advan- 
tages to be derived from these institutions are attainable, and 
appreciate the influence, which the practical contingencies, 
examined in the succeeding sections, may be expected to have 
on the results produced by a mere theoretical investigation of 
the subject. 

It would be irrelevant to the object of this work, to enter 
into the doctrine of interest further than may be necessary to 
elucidate and explain the nature of Benefit Building and other 
Investment societies ; we shall therefore confine ourselves to 
a few general outlines, and refer the studious reader, for 
more extended information, to Treatises specially devoted to 
the science ; we have treated the subject analytically in the 
Appendix, and in this chapter have merely collected some of 
the practical results. 
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INTEREST OF MONEY. 

14. — It is the custom in all civilized countries, that one 
person borrowing a sum of money from another, should pay 
him periodically for its use a certain consideration under 
the name of Interest. This consideration varies in amount 
according to the nature of the security given for the loan, 
the state of public monetary affairs, and occasionally other 
circumstances. In order to simplify commercial transactions 
and establish a standard of measurement for them, annual 
rates of interest have been formed, varying from £1 upwards 
for every £100 borrowed. This interest, although specified 
nominally as an annual rate, is payable at such regular periods 
as may be agreed upon, either by annual, half-yearly, or more 
frequent equal instalments, each periodical payment being, 
however, always proportional to the annual rate. 

The highest rate of interest that a lender may legally 
demand or receive for the use of his money, usually varies 
with the commercial and political position of the country in 
which the transaction takes place, and until lately in England 
was fixed at five per cent, per annum, although special ex- 
ceptions were made for the investments of building societies 
and similar institutions. It does not seem clear for what 
reason the rate of five per cent, was selected as the limit 
allowed ; and it has been a question giving rise to a variety of 
opinions, whether the existence of any such limit has not 
been the occasion of more injury to commercial affairs, amidst 
the fluctuations of public confidence, than it has produced 
good by the restraint imposed upon usurious practices. 

SIMPLE AND COMPOUND INTEREST. 

15. — In treating of the advantage derived by investing 
money, it is important to distinguish between Simple and 
Compound interest. 

If the sums received by the lender from time to time on 
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account of interest are placed by him in similar investments, 
as so much new capital, it is obvious that he not only realises 
interest on the sum originally lent, but also on its interest, 
thus increasing materially the advantage produced by his 
money, for which he is consequently said to be receiving 
compound interest. 

The same would be the result, if the borrower, instead of 
actually paying the interest when it becomes due, were allowed 
to increase his debt thereby, with the understanding that the 
whole should be paid off in one sum at the end of the time 
for which the loan was made ; the borrower undertaking to 
place his creditor in the same pecuniary position as he would 
have been in, had the instalments of interest been actually paid 
periodically and themselves reinvested. 

If, however, instead of supposing the interest, which should 
have been paid from time to time, to be reproductive, the 
borrower were only bound to pay the sum of the periodic 
instalments on the original amount lent, without anything ad- 
ditional for their non-payment at the epoch when they became 
due, — ^then he is said to be paying only simple interest ; for 
example : 

Suppose £100 were borrowed for four years at the annual 
rate of five per cent, simple interest, which is to be paid at 
the end of the fourth year with the loan, then the amount 
payable at that time would be £100 and four times £5, or 
altogether £120. 

16. — The way compound interest accumulates will be seen 
by the following example : — Suppose A lends B £1000, for 
fourteen years, at five per cent, interest, payable annually and 
at the end of each year. At the end of the first year A 
receives from B £50 for interest, which he reinvests by a 
further loan to B, or to some other party. The amount 
altogether thus lent is then £1050. At the end of the second 
year A receives £52. 10*., as interest at five per cent., which 
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he again lends out immediately, making his total investment 
£1 lOS. 10^. At the end of the third year the interest received 
upon this loan of £110@. 10^. is £55. 2s, 6d.^ which, being also 
lent out, causes the total sum invested to be £1157. I2s. 6d,, 
on which, at the end of the fourth year, A again receives in- 
terest, and so on, until the end of the period, the advantage 
derived from these repetitions of investment increasing every 
year. 

In this example we have seen that the lender in three years 
clears £157. 128. 6d, in the shape of interest on the £1000 
originally lent, which is £7. 12s. 6d. more than he would have 
obtained by simple interest. In the same way if we refer to 
Table 3, which is formed on the above considerations, it is 
found that at the end of fourteen years the £1000 would 
amount to £1979. 18s. of which £979* 18^. arises from com- 
pound interest, being £S79. 18^. more than at simple interest. 

17. — As in the practice of the societies which form the 
subject of this work, interest is always supposed to be com- 
pound and not simple, we will confine ourselves to remarks 
on the various results appertaining to the realization of the 
former, premising that whenever the rate of interest is men- 
tioned, it always signifies the yearly rate, whether it be paid 
in reality then, or at more frequent intervals. 

18. — Respecting tables of interest and the preceding exam- 
ple, it should be observed, that the calculations are only true, 
supposing the money, which is received yearly, or otherwise, 
for interest, to be immediately transferred to some investment 
producing the same rate of interest, and in as frequent in- 
stalments as the original investment did. The loss of a day 
falsifies the calculations, and neglect of this most important 
consideration is the cause of the frequent discrepancies which 
are seen between valuations made on theory, and those con- 
sistent with the circumstances of actual practice. 
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19. — In commercial transactions, interest is more frequently 
due half-yearly than yearly, and sometimes quarterly or 
monthly, which materially increases the amount that a sum 
of money will accumulate to at the end of a given time, since 
the instalments of interest are then susceptible of more fre- 
quent investments themselves, as so much new capital bearing 
interest. One instance will prove this : — Suppose f 1000 were 
lent for one year at five per cent, rate of interest, payable 
half-yearly. At the end of six months the lender receives 
half a year's interest, or £25. This, if invested immediately, 
will itself produce, in six months, 12*. 6rf. interest, or the 
lender will, at the end of the year, by his investment of £1000, 
have made 50/. 12*. 6(2., instead of the £50, which he would 
have received had the interest been only payable yearly. 

The greater advantage derived by the receipt of interest in 
equal instalments, more frequent than once a year, is shewn 
in Table 4, where are given the actual interests, realised at 
the end of a year, corresponding to various nominal rates, 
according as it is paid half-yearly, quarterly, or monthly, or 
even at shorter intervals of time. When interest is supposed 
due at the end of every moment of time, it is said to be mo- 
mentaneoiis, and this hypothesis, to which other rates can be 
reduced, gives rise to several curious investigations, which 
are discussed at some length in the Appendix. See also 
Tables 5 and 6. 

20, — In cases where the amount of a sum is to be deter- 
mined for a period of years beyond the limit of the tables 
which are used, the results given in them may yet serve for 
the purpose. 

Example : suppose the amount of £100 is desired in thirty 
years at five per cent, compound yearly interest. Ascertain 
the amount in twenty-five years by Table 6, and then by rule 
of three determine what the sum produced at the end of 
twenty-five years will accumulate to in five years more ; or 
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what is the same things the amount of £1 in thirty years is 
equal to the product of the respective amounts in twenty-five 
and five years. The multiplication is very easy when decimals 
are used. 

Thus in twenty-five years at five per cent. £100 amounts to 
3382. I2s. 8d. Again in five years £100 would amount to 
127/. I2s. 6rf., therefore in five years 3381, I2s. 8d. will 
amount to 4sS2l. 3«. \0d. — or the amount of £100 in thirty 
years is 432/. 3s. lOd. 

The Greneral Theorem is : — 

The amount of £1, in any given number of years^ w equal 
io the product of the respective amounts of £1 in any two or 
more periods of years, into which the given number can be 
separated* 

ON DISCOUNT AND PRESENT VALUE. 

21. — If a person be entitled to a certain amount at the end 
of a given time, and wish in its stead to take its equivalent, 
value at present, the sum, which he ought to receive, is termed 
the present vaiue of the amount in question, and the differ- 
ence between the two is called discount. The discount will 
be greater or less according as the sum due is discounted at 
simple or compound interest. In ordinary mercantile trans- 
actions, to avoid the necessity for tables, it is usual to charge 
a discount, equal to the simple interest on the whole debt, 
for the time that exists between the present and the day on 
which it is due. Thus if the amount be £100, and there 
remain two years before it is due, the discount at five per 
cenU rate of interest will be £10: for eighteen months it 
wiU be 7k Ids. Orf., and similarly for other periods. This is 
sufficiently accurate for the practical purposes of commercial 
affidrs, and in £ftct is the only wav in which the necessity for 
separate calculations on evenr occadon can be obviated ; but 
for debts extending over a lai^ number of years, such a 
method of computing the discount would give a result, which 
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would be much too large. When money is correctly dis- 
counted at a certain rate of compound interest, the present 
value is such a sum as will, by being improved, if invested 
at once at the same rate, accumulate at the end of the given 
time to the amount due. 

Discount, therefore, being the inverse of interest, we have 
this fact, corresponding to the one mentioned art. 19, that :— «- 
The present value of a sum due at the end of a given time, is 
less in proportion to the greater frequency of the periods, at 
which the interest is supposed to be due. 

Example : The present value of £1000, due in five years 
and discounted at the rate of 4 per cent, compound yearly 
interest, is 821/. 18«. 6J. But if the interest be calculated 
as due half-yearly it is 820/. 7«. Oc/., and similarly it is less if 
calculated as due quarterly or monthly. 

Tables, which give the amounts to which a present sum 
will accumulate, will serve inversely to give, by rule of three, 
the present value of a sum due at the end of a specified 
number of years. 

For if £1 amount at 3 per cent, yearly interest to 1/. 3*. 2rf. 
in .five years (see Table 3), then £1 is the present value of 
1/. Ss. 2d. due five years hence. Therefore, by rule of three, 
17«. 3d. is the present value of £1 due five years hence. 

22. — The important theorem in Art, 20 holds also for 
present values. 

23. — ^A table of present values is worth attention. (See 
Sec. 2 Appendix.) K two rates of interest be followed down 
the .table, and the difference of the present values of £100, 
at those rates of interest, be measured, it will be seen that 
there is a period, at which the di£ference attains a maximum. 
In other words, If one person A obtain a present loan or 
advance from another person B, in return for which he is to 
pay him a sum S in a certain number of years; and A, out of the 
money he has received, lends a smaller sum (through deduct- 
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ing a higher rate of interest) to a third party C, from whom 
in repayment he is also to receive a sum S, which will enable 
A to pay his debt to B : then the immediate profit derived by 
A will be greatest, if he select the proper term of years for 
his transaction. 
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24t. — Having explained the operations, by which a single 
sum changes its value, under the influence of interest in the 
course of time, we will proceed to shew, what is the result, when 
several sums are taken together into consideration. Annuity 
is a term applied to the periodic payment of money at fixed 
intervals. It is said to be a yearly, half-yearly, quarterly, or 
monthly annuity, according as the periodic payments are made 
once a year, or in two half-yearly, four quarterly, or twelve 
monthly equal portions. Annuities are also termed certain^ 
if payable for a definite number of years ; but contingent, if 
their duration depend on adventitious circumstances, such as 
the existence of one or more lives, in which case they are 
called Life Annuities. We will confine our attention to the 
first kind, in which there are only two fundamental questions 
requiring special examination, from which every problem 
relating to annuities can be deduced, premising that, unless 
the contrary is stated, the annuities are supposed payable at 
the end of each year : — 

First, — What sum an annuity would amount to at the end 
of the time of its duration, if each periodic payment were to 
be invested and to produce compound interest : 

Secondly, — What present sum paid down is equivalent to 
an annuity payable for a given number of years : 

These values will vary with the rate of interest supposed in 
the calculations, and also with the frequency of the intervals, 
at which the periodic payments of the annuity, or instalments 
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of interest thereon, are supposed due. It is obvious, however, 
that, first: — The amount of an annuity, at the end of the 
time during which it is to continue, is the sum of the accu- 
mulations of each periodic payment, improved at compound 
interest, from the date at which each was paid or due, up to 
the time of the expiration of the annuity. And secondly : — 
The present value of an annuity is equal to the sum of the 
present values of each of the periodic payments, discounted 
at compound interest; each payment being separately dis- 
counted for the respective distance of time between the 
present and the date at which it is due. 

25. — Since an annuity is strictly equivalent to its Present 
value, the party purchasing and the other selling being, as far 
as the mathematical considerations go, in equal positions ; it 
follows, that the Amount of an annuity is exactly equal to the 
amount, to which the present value of the annuity would 
accumulate, if itself invested and improved at the same 
interest, until the end of the given number of years. 

Hence, when accurately calculated at the rate of interest 
agreed upon, the Amount and the Present value of the 
annuity are each exactly equivalent to the annuity itself, and 
are thus equally applicable to the affairs of life, the one being 
frequently exchanged for the other. Thus, a debtor may 
clear off a given sum now due, by paying to his creditor, 
either an equivalent annuity for a certain number of years, 
or its amount at the end of that time ; and a land-holder, 
whose estate is charged with an annuity, can compound for it 
by giving a present sum in cash. 

As an example: — referring to Tables 9 and 10, we see that 
at 7 per cent, rate of yearly interest, the present value of 
8/. 8*. Orf., paid at the end of each year for ten years, is 
nearly £69, and also that the amount of 8/. 8*. Od. a year at 
the end of ten years is 1 16/. 1*. 2d. ; moreover Table 3 shews 
that the single sum £59 improved at 7 per cent, compound 

c 2 
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interest for ten years gives the same amount, proving that the 
three are equivalent to each other; or in other words, suppos- 
ing two men each to undertake to pay 8/. 8*. Od. at the end 
of each year to a society for ten years, and that one desired 
to receive in return the present value of his ten years' pay- 
ments, while the other determined to wait for his share until 
the end of the time, they would both be fairly treated, in 
respect of their subscriptions to the society, if the one re- 
ceived £59 at once, and the other 116/. Is. 2d. at the termi- 
nation of the annual payments. 

The same reasoning applies to annuities of greater or 
smaller amounts for different periods of duration, and a 
society receiving, as in the above example, annuities from its 
members and paying to some their present value and to others 
their ultimate amount, is on the general principle of a Benefit 
Building Society. 

26.— The whole theory of annuities cannot be explained 
without some analytical investigations, such as will be found 
in the Appendix. For practice. Tables 9, 10, and 11 may be 
used, in which are given, for various interests, the amount and^ 
present value of an annuity of £1, payable at the end of each 
year, and the annuity which £1 will purchase. These tables, 
however, will serve for annuities greater than £1, and they 
may be adapted when the annuity is paid at the beginning 
instead of the end of each year. 

27. — If the annuity be supposed payable half-yearly or 
quarterly, or monthly as in Building Societies, some modifica- 
tion is necessary in the tables, the nature of which is explained 
in the Appendix. But it is clear that : — A smaller annuity 
ought to be paid during a specified number of years, in con- 
sideration of a given present sum, debt, or purchase-money, 
in proportion to the greater frequency of the periods, at which 
the equal portions of the annuity are to be paid. Similarly: — 
The accumulated amount of an annuity, at the end of a given 
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time, increases with the frequency of the intervals at which 
the instahnents are paid. 

28. — It will be observed that: — For a given annuity^ the 
amount at the end of a given number of years will increase 
with the rate of interest at which the money is supposed 
invested. And inversely : — The larger the accumulation 
promised in return for the subscription of an annuity for a 
stated time, the higher will the rate of interest be, at which 
it must be invested. Hence, the first point to be thought of, 
when an accumulation is promised for an annuity paid, is :— 
Can the necessary rate of interest be obtained ? Can every 
instalment of the annuity be immediately and continually 
invested throughout the whole time, at the rate required? 

Thus for example: — £6 a year will amount to S2L 18*. 
nearly, in ten years, at 7 per cent, rate of interest. But in 
order that £6 a year may amount to £120, the rate of interest 
required is 14| per cent. (See Appendix.) 

Again, that £6 a year may amount to £140, or £3 a year 
to £70 in the same time, the rate of interest required is 
nearly 18 per cent. 

29. — The number of years^ during which a given annuity is 
to be paid in return for a given present sum, debt, or purchase- 
money, increases with the rate of interest supposed to be paid. 
Inversely : — The advantage obtained by a borrower, who pays 
a certain annuity in return for a loan, diminishes as the 
number of years increases. Example : — If a borrower pay 
8/. Ss, Od. a year during ten years for a loan of £59, he is 
paying at the rate of 7 per cent, compound yearly interest, 
but if the time be increased to 13 years, the rate of interest 
will be about 10^ per cent, 

30. — On comparing Table 3 with Table 9, it will be seen 
that The difference of two successive values of the annuity- 
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table of amounts is equal to the sum given in the table of 
single amounts for the lesser number of years. Example : — 

The amount of an annuity of £1 

in eleven years, at 5 per cent. := £1 4*2067 
Ditto ditto in ten years.. = £12*5778 

Difference = £1-6289 



which is the amount of a single pound at 5 per cent, by 
Table 3. So that Table 3 might in fact be calculated &om 
Table 9, if that were given. 

The converse holds {or present values, see Tables 8 and 10. 

31. — If annuity payments be deferred for a few years, the 
present value and the amount of such an annuity can be easily 
deduced from the tables for immediate annuities. For instance, 
the present value of a deferred annuity of £1 for ten years, 
at 5 per cent., (the first payment to begin at the end of five 
years,) is equal to the present value of the immediate annuity: — 
viz., £7*7217 for ten years divided by the amount of £1 for 
four years, or by £1*2155. The answer is £6*3527. 

ON THE DOUBLING OF MONEY. 

32. — When a sum of money increases to double its value 
by the accumulation of compound interest, the analytical 
investigations assume a peculiar form, from which we have 
deduced the following theorems as bearing on the system of 
many Benefit Building Societies : — (See Appendix). 

1. — For all rates of interest not exceeding 10 per cent. : — 
The number of years, in which a single sum will become 
double in amount by the accumulation of compound 
interest, may be found by dividing 70 by the rate of 
interest per cent., and taking that whole number which 
is nearest to the quotient obtained. 
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The accuracy of this theorem may be judged of by Table 7, 
but the property is valuable as furnishing a simple rule and 
one easily remembered. Thus : — 

If the rate of interest 1 then the number 1 •* , ^^ 

be 2 per cent, / of years wiU be/ ^ nearly, = 35 years. 

4 

« ^ *9 99 

99 7 99 99 

99 " 99 99 



Q 

99 ^ 99 99 



99 ■'•" 99 99 

which agree with the whole numbers given by the table. 

When the rate of interest is higher than 10 per cent., a 
larger dividend than 70 must be taken. 

2. — The amount of an annuity of £1, in the exact time in 

which a single sum would double, is equal to £100 

divided by the rate of interest per cent. 

Thus, at 6 per cent, money will double in 14 years and a 

fraction, and £1 a year for the same time will amount to £100 

divided by five, or £20, which agrees with Table 9. 

33. — From theorems 1 and 2, we have : — 

3. — If a sum of money be borrowed for such a time, that, 
if unpaid, it would become doubled by the accumulation 
of compound interest, then the debtor can liquidate his 
debt with interest in that time, by an annuity equal to 
twice one yearns interest on the sum borrowed: — If the 
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time be a certain number of years and days, the last 

payment of the debtor will be a firactional portion of 

the year's annuity, proportionate to the fractional 

number of days. 

Thus, if £60 be borrowed for 14 years 76 days, (which is the 

exact time in which money will double at yearly 5 per cent.), 

then the debt can be repaid, including principal and interest, 

by an annuity for that time after the rate of £6 a year, since 

£3 is the interest on £60 at 5 per cent. 

Again : — If £60 be borrowed for 10 years 90 days (the exact 
time of doubling at 7 per cent,), then a yearly annuity of 8/. &. 
for that time will repay principal and interest-— 4/, 4fS» being 
one year's interest on £60 at 7 per cent. 

If the above annuities were paid in monthly instalments of 
10*. and 14*. the debts would be repaid in very nearly fourteen 
years and ten years respectively. 

4.— The interest, at which money wiU double in a given 
number of years, is nearly equal to 70 divided by the 
number of years, 

5, — If two equal sums be invested for the same time, 
the one at simple, the other at compound interest, the 
former will increase 70 per cent, in the time in which 
the latter will double ; or, whatever be the rate, the 
advantage in the time of doubling will be 30 per cent, 
in favour of compound interest. 

34. — The results obtained by means of the above theorems 
become more accurate, when the instalments of interest or 
annuity are due more often than once a year, and, in the case 
of monthly payments, they are found to differ but very little 
from the real values. The exact degree of approximation af- 
forded by these theorems we have examined in the Appendix, 
together with the general extensioii, of which they admits to- 
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the case of money increasing to several times its original value. 
One is most important :— 

If a sum of money be borrowed for such a time, that (if 
unpaid it would amount to /-fold its original value) then the 
annuity which would pay it off, principal and interest in that 
time, is equal to / divided by /, less one, times one year's 
interest on the debt. Or : — 

The amount of an annuity of£l (accumulated at compound 
interest^ i per cent,, during the whole time in which the single 
sum £1 would accumulate to £fj is equal to £^SSSIzD 

« 

35. — The Appendix also contains other theorems, which 
have been deduced, relating to various interesting points in 
the working. of Compound Interest. The results in some 
instances, however, are obtained only by the aid of anlaysis of 
a somewhat high order. At the end of the practical Section 
4, will be found the * Formula for calculating tables for the 
allowance of interest, in case a society undertake to receive 
occasional deposits, with power to the depositer of withdrawing 
the whole or part of the sum, under certain conditions. 

* [The principle referred to is analagous to the feature of Life Assurance 
denominated " Deposit- Assurance " which was introduced by the Author some 
years ago into the plans of the Western Life Assurance Society.] 



CHAPTER III. 



ON BENEFIT BUILDING SOCIETIES AS AT PRESENT 

CONSTITUTED. 



SECTION I. 



The theoretical principles of a Terminating Society, 

[* A miniUe inquiry into the variovs systems of these associations has con' 
fi/rmed an opiniony suggested hy previotts ea^perience, that, among other 
defects, one stands prominent as the fatal obstacle in the way of their 
success, arising from the alm^ost universal condition, by which the 
existence of a Benefii Building Society is limited to a specified number 
of years^ — See Preface to First Edition]. 



Art. 36. — Benefit Building Societies are generally founded 
with the same object, but carried out with various modifications. 
They are now divided into two distinct classes : the one termi^ 
nating, the other permanent, A terminating society is one, 
which it is intended to close at the end of a certain period, when 
all the shares of the members have realized their full amount. 
In a permanent society it is merely the membership of a 
shareholder that terminates at the end of a fixed number 
of years, (when he receives the full value of his shares,) the 
society itself continuing for ever. Whichever system be 
adopted, the object of a Building Society is still the same, 
namely, as we have stated in Chapter 1, to enable individuals 
to associate together and unite their subscriptions from time 
to time in one common fund, some for the simple purpose of 
placing a portion of their incomes in an advantageous invest- 
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ment, others with the view of borrowing money, by which 
they may purchase houses or other similar property. 

But, in order that one man may borrow, there must be 
others who lend. To induce a person of limited means to 
lay by periodically a portion of his income merely as an 
investing member, some strong incentive must be held out, 
and the only one that has been found successful, is to offer 
him a high rate of interest for the use of his money. The 
legislature, being aware of the force of this consideration, 
and of the importance of removing any obstacle at that time 
existing, passed the Benefit Building Society Act of 1836, in 
which the following clause was specially introduced : 

*' And be it enacted. That it shall and may be lawful to 
"and for any such society to have and receive from any 
" member or members thereof any sum or sums of money, 
** by way of bonus on any share or shares, for the privilege 
" of receiving the same in advance prior to the same being 
"realized, and also any interest for the share or shares so 
"received, or any part thereof, without being subject or 
"liable on account thereof, to any of the forfeitures or 
" penalties enforced by any Act or Acts of Parliament re- 
"lating to usury." So that, in other words, the society 
might charge its borrowing members, under the name of 
bonus, any rate of interest upon a loan which it might deem 
advisable. 

37. — In this chapter we shall examine the character and defi- 
ciencies of Terminating societies, and in the next enter upon 
the question of the merits of their successors on the new 
principle of Permanence. 

The majority of the terminating building societies announce 
at the time of their formation, that their shares are a fixed 
sum, usually £120, to be realised at the expiration of a 
given number of years, by which time, it is expected, the 
association will terminate with that result. The number of 
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years is generally 10 or 14, although some societies exist 
whose expected duration is 11 or 13 years, and some in which 
the amount of the shares is £50 or £100. The subscriptions 
of the members are a few shillings a month per share, varying 
vdth the number of years calculated as the probable duration 
of the society, but not allowed by the statute to exceed 20 
shillings per share, and the Investing or non-borrowing mem- 
bers are promised the amount of their shares at its close. The 
subscriptions are received at monthly meetings, and, with as 
little delay as practicable, are lent to those members, who wish 
to become Borrowers, and to obtain a loan in the shape of a 
present advance on each share they hold or take up, in lieu of 
the amount, which they would otherwise receive at the end. 
The sum advanced per share of course depends upon the 
number of years, that remain between the time of borrowing 
and the date, at which the society is expected to terminate. 

38. — To explain this we will take an example, but it must 
first be remarked, that, in most of the associations at present 
existing in the United Kingdom, which have any principle of 
reasoning for their guide, one of two rates of interest has 
generally been adopted as the basis of the calculations ; their 
expected duration being consequently different. These rates 
are 5 or 7 per cent, per annum; but the interest, though 
taken at a nominal annual rate, is supposed to be realised at 
the end of each month, instead of at the end of each year. 
In practice many difficulties, to which attention is drawn 
further on, oppose the actual realisation of interest monthly ; 
yet, for the purpose of an example, the question may be 
treated theoretically, as if no such impediments were in 
existence. 

Let the case be that of a 14 years terminating society, 
formed on the basis of a 5 per cent, rate of interest, and 
consisting of shares of £120 each, on which every member pays 
10*. at the beginning of each month during 14 years. This 
sum is assumed, because such a monthly annuity would, at 5 
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per cent, rate of interest supposed realised monthly and con- 
tinuously invested and reinvested, accumulate to £ ISO at the 
end of nearly 14 years; henpe £120 is the amount that a 
non-borrowing member would be entitled to receive at the 
close of the society. 

On the other hand it is known, that £60 cash, invested at 
5 per cent, rate of compound monthly interest, will accumu- 
late to £1^ in nearly 14 years. If then a member should 
wish to discount one share and take its present value at the 
beginning of the society, he would be entitled to receive £60, 
in consideration of his subsequent monthly payment of lO^., 
or £6 a year for 14 years. Similarly, should he desire to 
borrow £300, or 5 times 60, he would have to make pay* 
ments on 5 shares, amounting to £30 a year. 

As the society progresses in its existence, the number of 
remaining nKmths, over which a borrower's payments can 
extend, diminishes ; so that the amount of advance per share, 
which a member would be entitled to receive, if he wished to 
borrow at a later period of the society than the beginning, 
would depend upon the date of his first becoming a subscriber. 
If he had only just entered before receiving a loan, the 
amount of advance per share would merely be the discounted 
present value of his future payments ; but if he had been a 
subscriber for some months previously, then, in addition to the 
allowance for his future subscriptions, he would also be 
entitled to a sum arising from his past payments. 

Thus, for example: — In the 14 years society in question, a 
member whose subscriptions are lOs. a month, or £6 a year 
for each £120 share, if he wished to borrow in the first month 
of the 7th year and had been a subscriber from the beginning, 
would receive 422. 1^. Id^ on account of his past payments 
during six years, and 381. 19^. 8d. in consideration of his 
future subscriptions, making altogether 81/. 0*. 9d, "We quote 
one of the societies on this plan, but this can easily be proved 
correct by means of a monthly compound interest table* 
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But if the borrower had only just become a member at the 
begiiming of the seventh year, and did not pay up any arrears 
or back subscriptions, he would merely be entitled to 381. 1 9«. 8d. 
as an advance, in consideration of the payment of £6 a year, 
to be made by him during the remaining 8 years ; and, under 
such circumstances, it is seen by rule of three that to obtain 
a loan of 81 ^. Os. 9(i., he would have to pay 12L 9s^ 6d. a year 
during the 8 years. So that in fact, the nearer a member, at 
the time of his first joining, or tddng up the required number 
of new shares, and then borrowing, is to the epoch at which 
the society is expected to close, the larger will be his pay- 
ments in return for a given loan. As a second instance, it 
would be found that, although a member, who borrowed £300 
at the commencement, would merely pay £30 for 14 years, 
yet, if he took up the shares at the beginning of the 9th year 
and obtained the same loan, without paying up any arrear- 
subscriptions, he would then have to pay 59L 18s, Od. for the 
remaining 6 years. Such a high rate of repayment becomes 
very inconvenient to members of limited means, who may 
wish to borrow money for the purchase of house property, 
not at the beginning, but, when they have for some time been 
members ; and the difficulty increases more and more, with 
the progress of the institution. 

39. — The preceding is an example at 5 per cent. Societies 
formed upon the basis of 7 per cent, rate of interest are expected 
to last only 10 years, and on this supposition there exist a 
great many. The amount of the shares to be realised, at the 
end of such a period, is usually, as before, £120, for which 
the members pay 14*. a month for 10 years. This rate of 
payment is adopted, because such a monthly annuity would 
amount to £120 at the end of nearly 10 years, supposing each 
monthly payment immediately, as it is received, invested at 
7 per cent, compound interest, calculated also as realised 
monthly. 

Again: — since £60, if similarly invested at 7 per cent., 
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would^ with its accumulations from compound interest, 
amount to £120 at the end of nearly 10 years, it is obvious 
that a member effecting a loan upon a share at the beginning, 
and receiving £60 as its present value, would be in an equit- 
able position with regard to a non-borrowing member, who 
waited for the full value of his share or £120. at the termina- 
tion of the society. 

40. — Other associations exist founded on other rates of inter- 
est, as 6 or 8 per cent., and of different expected periods of dura- 
tion. The principle of calculation, however, is the same, and 
the same remarks apply to all, whatever be the rate adopted. 
The intention of each is to give to the investers the amount 
of their shares in full, at the close of the number of years 
representing the probable duration of the society; and 
throughout its existence to invest the funds, from time to 
time as collected, in the shape of discounted advances to any 
of the members who may wish to borrow. The amount of 
advance per share being supposed proportionate — First: to 
the number of years or months that the borrower has already 
been a subscriber; and Secondly: to the unexpired time, which 
remains between the epoch, at which he obtains the loan, and 
the expected date of the termination of the dissociation, 

41. — Such is the system of the superior class of terminating 
Benefit Building Societies, but it must not be supposed, that 
all or even the greater number of the existing associations are 
established on such accurate principles of calculation. This un- 
fortunately is not the case. By far the majority are based on 
rates of subscription fundamentally unsound, and, in their 
subsequent dealings^ both with the investers and borrowers, 
proceed on assumptions, which cannot be justified by theo- 
retical or practical reasoning. Of this the next section will 
contain a few instances, which prevail in several hundreds of 
the societies now in existence, and are selected not as being by 
any means the most extravagant of the number, but simply 
from the extent to which they are adopted. 
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The defects in most cases are so numerous and varied^ and 
in each individual society so interwoTen one with another, 
that it will be necessary for the better separation of ideas, 
and in order to enable the reader to fully understand the 
details into which we are about to enter, that we should 
endeavour to introduce some classification among them. The 
chief heads under which they may be resumed are as 
follows : — 

1. — Inaccuracy in theory: such as erroneous rates of 
subscription, &c. 

2. — Practical causes, which nullify the results obtained 
from accurate theory: such as loss of interest, the expenses 
of management, &c. 

3. — The pecuniary loss inseparable from the condition of 
termination. 

4. — The great inconvenience caused to individual mem- 
bers by the terminating system: such as the difficulty of 
withdrawing at the time when a member may desire it, or 
of effecting the redemption of a mortgage on equitable 
terms, &c. 

5.— Losses through mismanagement: viz., From too 
frequent inattention to the sufficiency or soundness of 
security accepted for investment; or, from the consequences 
of inaccuracy in balance sheets, &c. &c. 

Some of these defects will be explained by themselves in 
the next section; others, to avoid the necessity for subsequent 
repetition, will be considered by way of contrast in the chap- 
ters, which treat of the advantages of the permanent principle 
and the practical working of building societies* 
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Section 2. 



Societies on erroneous principles. 



A&.'-^First instances — Societies eitist proposing to last 10 
years only, and sometimes for a less period, the shares of which 
are £120, and the payments of the investers, 10*. a month : that 
is to say, for a subscription of £6 a year during 10 years, or 
a total payment of £60, a member is promised £1^ at the 
end of that time* 

Now, in order that the pajrment of £6 a year may accumu'^ 
late with compound interest to £120, in the course of 10 
years, a rate equivalent to 14 J per cent* yearly interest must 
be realised ; and unless the subscriptions be continually in-^ 
vested and re-invested at this rate, the promised results are 
impossible ; of this the reader may satisfy himself by referring 
to the Appendix. 

The borrower's repayments, however, do not bring into the 
society a higher rate of interest than 7 or 8 per cent., and in 
some cases much less ; for the same prospectuses state, that 
if a member desire an advance in the first year, he will receive 
£60 on each share, (sometimes only £55,) in return for which 
he will have to pay 14«. a month, or 8^. 8*. Od. a year, for the 10 
years, the extra 4*. being usually charged under the name of 
redemption fee. A reference to Arts. 28 and 29 in the preced- 
ing chapter, or to a compound monthly interest table, will shew 
that the actual interest produced by these repayments, which 

* The attention of Trustees and Directors is requested more particularly 
to the remarks contained in this section. 

D 
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include principal and interest, is between 7 and 8 per cent, 
per annum. The advances also, made in the second and sub- 
sequent years of the existence of the association, are in the 
same proportion; — consequently, the subscriptions of the 
members are incorrectly calculated to the large amount of 
nearly 7 per cent, annual rate of interest, even although the 
borrowers pay so high a rate as 8 per cent. Hence it follows, 
that the promised results cannot he realised. 

The above assumes that the monthly receipts are also re- 
invested monthly. Such in reality is not the case. Indeed, 
even if a society of this kind were to experience no pecuniary 
loss from any of the causes, which will be examined further 
on, yet the result would practically only be as follows : — By 
Table 9, a yearly annuity of £6 invested continuously at 7 
per cent, will accumulate to 822. 1&. Od. in 10 years ; leaving 
a deficit of 37/. ^. Od. per unadvanced share, or nearly one- 
third of the promised amount, at the epoch bf the expected 
termination of the society. 

* Again, even supposing the borrowers should unwittingly 
consent to pay 10 per cent, interest for their loans, there 
would yet be a deficiency of 24/. 7«. 6d. ; since the amount of 
£6. a year in 10 years at 10 per cent, is only 95/. \2s, 6d, 

This remarkable instance of inaccuracy of rates is the 
more worthy of notice, as it prevails with various other less 
important errors in a very great number of the existing 
Benefit Building societies, and thus involves the pecuniary 
welfare of many shareholders. There can be no doubt, 
however^ that it entirely arises from ignorance, for the same 
prospectuses usually declare, that the annual rate of interest, 
which is charged from the borrowers, does not exceed 4 per 
cent. This last statement may probably be suggested by some 
misconception founded on the circumstance of the borrowers 
paying 4«. a month per share more than the investers. 

* See an instance at the end of this Section, Art. 45, of unjustifiable 
usury, which is prevalent among many of the old societies. 
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43. — * The Second instance is of a more complicated cha- 
racter, and is introduced with considerable pretension by its 
advocates as an improved plan of a Benefit Building Society. 

The scheme professes to guarantee that the society shall 
positively not last mor6 than 10 years ; that non-borrowing 
members, by paying 5«. a month, or £3 a year, for 10 years, 
will be entitled to and shall receive £70 at the end of that 
time, which will be £40 more than the total amount of the 
10 years' subscriptions ; also, that a borrower shall receive as 
an advance on each share, if there be no competitors with him 
for the same loan, the total of the 10 years' subscription or £30, 
in return for which he also shall pay 5s. a month or £3 a year 
for 10 years: or, in other words, they give us to understand, that 
a member can borrow £30, and repay the whole, including 
principal "and interest," by ten payments of £3 extended 
over 10 years. 

If, however, there are several applicants for advances, then 
the prospectuses state— 



** That the funds of the society shall be put up to open 
competition ; and the same shall be awarded to those mem- 
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[* The following advertisement, which is extracted from a weekly 
periodical for May 1850, has during the past year been most industriously 
inserted, and will serve as a specimen of popular credulity : — 

■'^Immense success of Mr. *s Building and Investment Societies. 

jC70 for evert/ £30 Subscribed in a Fixed Term of Ten Years. 

NOTICE— The Members of the BUILDING AND 
INVESTMENT SOCIETY may now (the Second Year having ter- 
minated) receive the whole amount of their subscriptions with 18| per Cent, 
per Annum Interest thereon. By order of the Board, 

(Signed) , Secretary. 

Important to Persons desirous of Purchasing House Property. 

^1,000 will be offered for Sale at the Second Meeting of the 

BUILDING AND INVESTMENT SOCIETY, on Thursday Evening, the 
9th of May, 1860, at half-past 7 o'clock. — Interest payable by the Borrowers 
from 1 to 5 per cent (!). — The whole amount of the purchase-money and 
law charges advanced by the Society. — ^No arrears to pay — Fixed to close 
in 10 years MHatn.— ^Subscription, 5s. per Share per Month. 

From the great number of Shares taken at the First Meeting, this Society 
will be closed after the 8rd Meeting.] 
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** ben who sba]! offer the kigkesl p remium or interest for the 
^' use thereof. By this plan the great evils, loss and on- 
*^ certainty^ attendant upon the rotation and balloting systems, 
** are avoided. 

^'That the premiums or interest shaU be the only sum 
** payable by the borrowers for the use of the money that 
'* shall be advanced to them. 

** That the premiums bid shall not be deducted firom the 
sum to be advanced, but may be paid by equal monthly 
instalments, spread over the remainder of the ten years. 
** This will be a very great accommodation to the borrowers, 
and is, in the opinion of the Directors, a great improvement 
upon the old systems, under which the premiums are de- 
ducted from the money to be advanced. 

In order that the members may be guided as to the 
'* premiums they may safely bid for advances of money, the 
" following table is given, showing the amount of interest, to 
** which the premiums from £3 to £15 per share will be equal 
" for the ten years : — ^namely, 

Premiums, if given during the first year. Interest iP 

cent ^ ann. 
£» •* d, £, s. d, 

3 Premium for an advance of £30, spread overl , ^ ^ 

the 10 years, will be found equal to j-l v {) 

4 10 ditto 1 10 

6 ditto 2 

7 10 ditto 2 10 
9 ditto 3 

10 10 ditto 3 10 

12 ditto 4 

13 10 ditto 4 10 
16 ditto 5 

" While 8uch great benefits are secured to the borrowers, it 
*• will be seen that those members, who shall allow their sub- 
" scriptions to remain as investments, will receive, at the 
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" expiration of the ten years certain, a very large profit, 
** amounting, it is calculated, (from the facilities and encou* 
" ragement aiforded to borrowers, and the certainty of this 
" society being always able to lend out its funds at a moderate 
" rate of interest), to nearly £40 per share, or £70 for each 
*^ £30 subscribed in the course of the 10 years : thus shewing, 
'^ that persons wishing to invest their small savings, and 
*^ parents desirous of securing a future provision for them-* 
*' selves or their families, will be able to do so in this society 
*' with a vast deal more advantage and solid benefit, than they 
" can by investing their money in life assurances, or depositing 
" the same in savings' banks, which do not in any case allow 
** more than 3 per cent, per annum interest, or not above one- 
'' tenth of the estimated interest or profit to be gained by 
" investing inoney in this society. ^^ 

^' This plan clearly proves that, although the investers (that 
** is to say those members who do not borrow money of the 
** society) will probably more than double the capital they 
" may invest in this society in the 10 years ; the borrowers 
«' will gain considerably more in the same time/' 

We have quoted so much of this prospectus, because 
the system is one, that contains a variety of complicated 
errors common, unfortunately, to a considerable number of 
societies. 

It has been said, that the investers are promised £70, in 
return for 10 annual payments of £3. — This cannot be 
practicable unless the subscriptions are invested after the rate 
of 18 per cent, yearly interest, continuously realized during 
the 10 years, by the constant investment and re-investment of 
the society's funds, in loans to borrowers. (See Appendix). 

Now the members who borrow, pay more or less, according 
as there is competition or not for advances. 

If there be no competition, a borrower gives no premium, 
and consequently, in obtaining a loan of £30 per share, has 
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only to pay £3 a year for 10 years, or in other words, he has 
the loan without paying any interest for it. 

If there be competition, the highest premium he can pay 
on each £30 share is £15, spread over 10 years : he therefore 
obtains an advance of £30, for which he has to pay annually 
£3 subscription, and £1. 10.^. Od. instalment on his premium 
during 10 years, which is equivalent to paying nearly 8 per 
cent, rate of interest for the loan. See Table 10. 

So that in the most favourable case the society would 
experience annually a deficiency of 10 per cent, rate of 
interest. 

If the premium or discoimt, which a borrower allows, be 
less than £15, the repayments made by him are smaller, and 
consequently the rate of interest obtained on the average is 
less than 8 per cent. Hence, while, on the one hand, this 
Improved plan undertakes to guarantee to the investers a 
profit arising from the accumulations of their subscriptions at 
\Sper cent, compound interest, yet, on the other, it is lending 
out the money at rates, which never can exceed 8 per cent., 
and in most cases would he considerably less. 

We pass over the other incorrect estimates advanced by the 
prospectus, respecting the rates of interest, which are said to 
correspond to the various amounts of premium mentioned, as 
we conceive enough has been stated to prove the utter 
unsoundness of the plan. 

44. — Many other societies exist conducted upon various 
schemes, which are equally fallacious, and up to the time of the 
publication of the present edition, announcements such as the 
following are constantly appearing in the public prints : — 

" From the peculiar advantages offered by this society, the 
" investing members will reap above 20 per cent, interest for 
•^ the use of their subscriptions," &c., &c., 

And further on, the same advertisements assert — 

" That the borrowers will scarcely pay at the rate of 2 per 
" cent, interest for their loans." 
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Again we find — 

" It is calculated that those members who allow their sub- 
'' scrip tions to accumulate at compound interest till the close 
" of this society, will receive about 25 per cent, annual 
'* interest for the same, &c., &c. : and from 80 to 100 per cent. 
"profit will be obtained by those members, who purchase 
" property with the money advanced to them by the society." 

Such statements require no comment. 

It is not necessary to extend our inquiry into the defects of 
other societies, as it is to be hoped that increasing knowledge 
on this subject will prevent their formation for the future. 
Our object in this place is rather to point out the general 
practical objections to the system of terminating societies 
altogether, than to rectify misconceptions, which arise from 
ignorance. It is, however, worthy of notice, that the tendency 
of most new societies is to diminish the rate of contribution 
paid by the members, without making any corresponding re- 
duction in the value of each share promised at their termina- 
tion. Formerly a more secure principle was adopted, and the 
monthly subscriptions required on each share were much 
larger. For instance, in most of the old Liverpool and 
Manchester Societies, the shares were fixed at £150, and the 
monthly payments at 20s. per share. Hence, many succeeded 
in terminating successfully. The modern associations, however, 
diminish the monthly subscriptions one half, and yet take 
only £30 ojQT the amount of the share to be realised. In 
general the statements put forth at the present day do not 
depend upon principles deduced from sound knowledge or 
careful reasoning, but seem rather to be the oiFspring of crude 
guesses thrown out at random. The originators of the multi- 
tudinous variety of new and improved plans, promising such 
large benefits simultaneously to each of the two classes of 
members, who alone constitute these societies, might, with as 
much probability of success, devise a game of cards, at which 
all who played should rise up winners. They do not reflect 
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that, although a fair and reasonable benefit may be secured to 
the invester by lending on equitable terms to the borrower, 
yet, any extra profit beyond this, which is promised to the 
one, can only be obtained at the expense of the other. 

45. — By a mistaken interpretation of their rules, much 
injustice is occasionally committed. For example, in some 
associations the borrowers pay interest at 4 or 5 per cent, on 
the amount advanced, pursuant to clauses similar to the 
following: viz., 

*' PAYMENT OF INTEREST. 

** 1. That any member having received his or her share or 
shares, shall pay interest at ^5 per cent, per annum, on the 
amount borrowed, by equal monthly payments, such 
interest to commence from the time the money is advanced, 
or if the security for the same shall not be completed pre- 
viously, then from the third month from the time of 
purchase, and shall be subject to the same fines as for 
subscriptions in arrear/' 

The obvious equitable interpretation of the preceding is, 
that the interest-subscription shall be after the rate of 5 per 
cent, on the whole sum borrowed, diminishing ^ if the debt 
diminish, in just proportion. For example, let the debt be 
£100; the borrower's payments would comprise the ordinary 
subscription, and £5 a year or Ss. 4d. a month, for interest. 
As, however, the principal of his debt is gradually liquidated 
in the period of the society's duration, it would not be fair 
to require him to keep on paying £5 a year for interest 
to the end; inasmuch as, in so doing, he is practically paying 
sums in interest, which increase the rate from 5 per cent, up 
to 50 per cent. Yet this is perpetrated in many societies. 
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Section 3. 

The leading practical objections to Benefit Building Societies 

as at present constituted. 

46. — Among the objections which apply to the majority of 
existing societies^ there is one which is peculiar to those 
founded on the terminating principle : — 

In consequence of its being intended to close the society in 
a given number of yearsy or as soon after as practicable^ the 
apportunity for investment soon ceases, as the members are 
unwilling to borrow in the later years of its existence, when 
the period, over which a loan can extend, has become small, and 
the corresponding rates of repayment much increased. 

It is found by experience, and it is indeed a fact, which 
common sense would suggest, that it is almost impossible to 
find members who will care to borrow, when the first five or 
six years of any society's expected duration have elapsed. 
The monthly repayments upon a loan, which is to be only for 
a short period, become too large to suit the means of the 
industrious classes, who are usually the shareholders of a 
Benefit Building Society ; and this difficulty increases to an 
insurmountable degree in the last years of the proposed term 
of its existence. For although a man, who borrowed £300 
for 14 years in order to purchase a house, might contrive with 
comparative ease to pay £30 a year in addition to the taxes 
and ground-rent; yet he would probably be unable to pay 
59L 18*. Od, a year if the loan were merely for 6 years, or 
85/. I2s. 6d. a year if it were only for 4 years, and similarly 
for other periods. 

In ten-years societies the difficulty is still greater, as the 
terms for loans are much shorter. This circumstance creates 
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therefore a cessation of investment, and consequently a loss 
of interest, which altogether nullifies the calculations upon the 
supposed truth of which the society was founded ; for it has 
been shewn in the general remarks upon compound interest 
contained in Chapter 2, that, even supposing the rates of a 
society accurately calculated, they can only prove correct on the 
supposition, that there is never any loss of interest on its 
funds, or in fact, that all monies received from subscribers 
are continuously invested until the end. Hence this objection, 
which becomes greater and greater with the progress of the 
society, stands prominent as a vital obstacle. 

Some societies of recent formation have attempted to ob- 
viate the difficulty by a plan, which, in some measure, would 
be successful in preventing this loss of interest, were it not 
that it entails another equally important objection relative to 
the Expenses of the association. The plan alluded to consists 
in dividing by lot any balance of money existing at a meeting, 
where there are no borrowers, among those members who have 
not yet received advances on their shares ; so as to compel them 
at once to withdraw from the society, as far as such shares are 
concerned ; the amount paid on this forced withdrawal of each 
share, being regulated by its value at the time of withdrawal, 
according to the rules by which all the members are severally 
and collectively governed. 

Such a measure, though necessary, adds to the general 
difficulties in the principle of termination, since it tends 
month by mouth, in a rate rapidly increasing, to diminish the 
number of the members of the association ; for in each suc- 
cessive month of the last years of its expected existence, the 
number of members, who desire to borrow, becomes less, and 
in the absence of applications for advances, the number of 
investors, or non-borrowers, who must be paid off, increases. 
Thus the society, which might otherwise have succeeded, 
rapidly sinks in importance, and the expemes and any defi- 
ciency of funds which may afterwards be discovered, instead 
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of being spread over a large body, have to be borne by the 
few, who are unlucky enough to remain to the end. 

47. — The following objections for consideration, although 
common to many societies, whether terminating or permanent, 
are nevertheless increased and aggravated when the institution 
is of a transitory character. 

First. — The interest is usually calculates as likely to be 
realized monthly, whereas such is practically not the case. 

It is not possible but that, from the very beginning of any 
society's existence, some portion of its funds will at various 
periods remain unemployed for a time. Sometimes this takes 
place, because the balance in hand is not large enough to meet 
the purpose of any borrower, particularly in the first year or 
two, when the subscribers are too few in numbers to raise 
quickly enough an adequate sum. Sometimes, on the contrary, 
when the amount required by the borrowers, whose names are 
entered, has been advanced, there remains a sum which is not 
applied for. 

Now it has been stated, that the interest is generally calcu- 
lated as produced monthly, which would require that there 
should never be even a day lost in investing the whole of the 
subscriptions collected at each meeting; and since this is 
practically impossible, it may be laid down as an axiom, that 
no society can be secure, whose rates of subscription are 
formed upon such a principle. It is not remembered, that 
although it is desirable to receive the subscriptions monthly, 
yet it is not safe to act upon the hypothesis of their being 
immediately reinvested, or of monthly interest being actually 
obtained, as such a mode of calculation reduces the Rate of 
repayment, which it is necessary to charge to a borrower for 
a given loan. It is one thing to receive the repayments 
monthly, and another to assume in the calculations, that they 
will be as frequently reproductive of interest. In other words, 
the safety of any society depends upon the managers always 
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having sufficient time, before the axrival of each of the cal- 
culated periods for reinvestment, upon which the tables are 
based, to complete the necessary details for preventing loss of 
interest, by investing all monies which are not required for 
the immediate purposes of management. This can only be 
secured satisfactorily, by making the epochs of monetary re- 
payment in each year more frequent than the periods, at 
which allowance for interest is credited to the borrower in 
the fundamental calculations* Hence, it would be safer, at all 
events, if the interest were supposed paid quarterly ; but, in 
order to remove any possible contingency from this source, we 
consider that, in all calculations, which form the basis of 
the subscriptions, the interest should be assumed as only 
realized annually and at the end of each year. The difference 
between this assumption and the actual result would be iii 
favour of the society, and useful for contingencies. 

48. — Whilst we are upon this subject, it is important to direct 
attention to another circumstance, which affects the accumula- 
tions expected to be realized from interest. In many societies 
there exists a practice of borrowing money from their bankers, 
for the temporary purpose of accommodating members sooner 
with advances. This is often done at the commencement of 
the association, and occasionally later in the course of its 
existence. If the sum charged by the bankers for the accom- 
modation do not exceed the interest, which forms the basis of 
the society, and, as such, is expected to be paid by the 
borrowing members, then the transaction is safe and highly 
advantageous. But if the bankers charge 8 or 8i per cent, 
as at times has been the case, while the society only receives 
5 or 6 per cent, from its borrowers, then a loss must be 
experienced. Those societies, in which the Advance-repay- 
ments are founded upon a 5 per cent, rate of interest, ought 
to pay particular attention to this consideration. If money 
be borrowed from extraneous sources, and it is undoubtedly 
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often necessary to do so, in order to carry on and facilitate 
operations, let care be taken that those members, who are 
benefited by the accommodation, pay the extra charge. 

49. — Secondly. — The loss from the expenses of management. 

Whether the amount of monthly subscriptions from the 
members of a Benefit Building society be theoretically suffi- 
cient or not ; yet the promised results cannot be realized, in 
consequence of the annual loss caused by the Expenses, which 
are not adequately provided for. 

In Section 1 we have seen that, in most societies founded 
upon principles theoretically accurate, the present value of 
each share at the time of an advance, or its amount at the end 
of the specified number of years, are respectively equivalent 
to the accumulation arising from the receipt and immediate 
reinvestment of the monthly subscriptions thereon. It follows, 
that the money so received cannot be appropriated to other 
purposes without loss; hence the expenses of startine^ and 
giving publicity to a Building society, and those also of its 
subsequent management, to however smaU a compass they are 
reduced, must be defrayed out of some other source of revenue 
than the share subscriptions. 

If the initial and subsequent annual Expenses could be 
accurately estimated beforehand, there would be no difficulty 
in determining what payment per share ought to be contri- 
buted by each member to meet the necessary outlay. In the 
majority of cases, however, the probable amount of the ex- 
penses is neither known nor provided for, although they are 
frequently asserted to be covered by the entrance fees, fines 
for non-payment of subscriptions when due, and a few other 
trifling sources of profit, which the society may expect to 
receive. To a certain extent this is correct, but in no case are 
these receipts sufficient to defray more than a very small pro- 
portion of the expenses. In the first place it must be re- 
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membered that a fine is not wholly profit : a fine is inflicted 
at so much a month per share, for neglect of regularity in 
paying the monthly subscriptions when due, and, therefore, is 
partly requisite to supply the loss of interest, which the 
society would otherwise experience. And, even assuming 
that the preliminary expenses could be covered by the money 
received from entrance fees, which an inspection of the various 
Balance sheets would shew to be very seldom the case, 
yet the annual charges of management, consisting of ofiice 
rent, salaries, &c., must be provided for. 

It can be shewn by an example taken at random, how such 
an annual outlay would affect the ultimate status of a Ter- 
minating association. Take a 14-years Building society, whose 
shares are £1S0, produced by a monthly subscription of 10^. 
or £6 a year, and the annual expenses of which we will sup* 
pose to amount to £72 a year. Now £72 is 12 times £6, or 
equal to the amount of subscription received yearly on IS 
shares, and, therefore, by the fundamental statements of the 
society, is calculated as equivalent to IS times £120, or 
£1440; consequently the annual charges must produce a 
deficiency of £1440 in the society's funds at the epoch of its 
originally expected termination. This instance will apply in 
principle to all societies, whether of 10, IS, or 14 years' 
duration, unless, independently of the monthly share sub- 
scriptions, they have adequately provided for the annual 
expenditure. An inspection of many of the annual Balance 
sheets will, moreover, shew that, when the different expenses 
in the course of the year are added together, they will fre- 
quently be found to average from £ ISO to £150 a year, which^ 
on the same principle of calculation as that made use of above, 
must create, even from this source alone, a deficiency in the 
society's funds, at the end, of from £2400 to £3000. 



60. — Thirdly. — There is no provision made in the theoretical 
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calculations for losses ^ which may be experienced through bad 
investments^ Sfc, 

In all mercantile transactions of this kind losses must 
occasionally happen ; and, whether they arise from wilful 
neglect or carelessness, or other causes, such as deterioration 
in the value of property, they combine to produce an effect 
for which no provision is made in determining the subscrip- 
tions to be paid by members. Although, at the commence- 
ment of a Benefit Building society, it would of course be 
impossible to foresee the individual event, or even the nature 
of the events, which are likely to be productive of loss, yet 
it is a matter of experience that losses will occur, entailing a 
deficiency in the society's funds at the time of its promised 
termination, which, with the combination of the other defects 
already mentioned, will, in the case of a Terminating society, 
tend to cause a prolongation of its existence beyond the 
originally intended or stated period.* By such means the 
duration of the subscriptions of both investers and borrowers 
is unavoidably extended, and they suffer in consequence a 
decided loss. 

In the first clause of the Benefit Building Society Act, it 
is provided that the duration of a society, and the consequent 
continuance of the Borrower's repayments, shall depend, not 
on any number of years specified in the prospectus, but, upon 
the actual completion of the full amount of the unadvanced 
shares; so that a society may not close at the end of the 
expected term of its existence, unless the funds collected at 
the last monthly meeting shall be suflicient to give to each of 
the Non-borrowing members a division per share equal to its 
originally stated amount. If there be a deficiency, from 
whatever cause it may proceed, then must all the members, 
borrowers as well as non-borrowers, continue their subscrip- 

* [A London Society, of which the proposed duration was 10 years, has 
lately decided that, from the extent of its losses by advances on insufficient 
or bad security, its term must be extended to 16 years.] 
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tions for such additional number of months as may be 
necessary, unless they should all unanimously agree to dis- 
solve the society and put up with the loss sustained. 

We are aware, indeed, that, in some of the Terminating 
societies, certain provisions have been inserted in the rules 
that, whatever be the position of the society's affairs at the 
end of the expected time of its duration, the borrowing 
members shall not be required to continue their payments 
beyond that period, but shall have their deeds returned to 
them, and their property released from any further claims. 
Such provisions are nevertheless of no legal avail whatever, 
and cannot prevent a prolongation of the society, nor in any 
way protect the borrowers from its consequences. No rule 
can protect them from a liability for such continuance of 
monthly subscriptions, as may be deemed necessary for the 
purpose of making up any deficiency that may exist. 

51. — It appears, therefore, that no society can possibly pos- 
sess, at the end of the originally specified time, sufficient funds 
to give to each Invester the full amount of his shares, even 
supposing the rates are accurately calculated, unless: — 
Throughout the whole previous duration of the association^ 
there has been no loss sustained^ either through bad invest- 
ments or other causes^ or from extraneous expenses (not 
covered by sufficient extra contributions from each member 
over and above the receipts from finesy fees, S^cJ, and also 
unless no month has ever passed during which any part of the 
subscriptions has remained unproductive, so that, in other 
words, no loss of interest has at any time occurred. 

52. — Should there arise a deficiency from any one of these 
causes and the duration of the society be prolonged, it will be 
well to consider the effect, which such a result has upon the rela- 
tive interests of the Investers and Borrowers respectively. An 
extension of its existence for 3 or 4 years in reality causes the 
borrowers to pay much more for the loans they have obtained. 
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than they imagined would be the case, when they entered into 
their engagements towards the society. The interest which 
they actually pay, instead of being perhaps only 5 or 7 per 
cent., becomes thereby increased to more than 10 per cent. 
An invester, also, not only does not receive the promised 
amount at the expected time, respecting which he may very 
likely have made pecuniary arrangements, but he is also com- 
pelled to continue his own subscriptions; by which means 
the benefit, that he derives from his shares, is very materially 
diminished. 

As, however, the Investers have still the option of with- 
drawing from the society, if they are willing to accept the 
amount of dividend per share that the funds admit of, and 
thus mutually agree to dissolve the association, it will often 
be a question worthy of their serious consideration, whether 
it will not be better to endeavour to make an arrangement 
with the existing borrovsdng members, that the latter should 
at once contribute something towards the deficiency, to be 
determined by calculation, and then that all the members, 
both investers and borrowers, should agree to dissolve the 
society. Experience has shewn that this plan will really be 
the most advantageous to the two classes of members, inas- 
much as the investers will be prepared, in general, to put up 
with some loss, or, in other words, to release the borrowers 
upon liberal terms, in order to receive at once some 
money for their shares, however the amount may fall short of 
what they expected. 

53. — * We have said that the Borrowers have not to make 
good the whole deficiency in the society's funds, but only their 
proportionate amounts, considered relatively to the otherwise 
necessary continuation of subscriptions from both parties. 

* [Since the publication of the first Edition, several old societies have re- 
modelled their Rules and Rates of Subscription, and have been converted 
into permanent institutions upon a simple plan founded upon tfie principles 
contained in the following chapter. It is also highly gratifying to state, that 
but very few terminating societies have been lately formed.] 

E 
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Hence, it will be ad^dsable, in order to avoid an unintentional 
act of injustice to either, that the members should see that 
the proper quota to be contributed is determined by accurate 
calculation. In the Appendix we have given a specimen of 
the mode of investigation to be adopted. 

54. — In perusing these remarks respecting the majority of 
the existing societies, and in comparing the liberal promises 
contained in their prospectuses with the periodic reports of the 
position of their affairs, we believe the impartial reader can 
arrive but at one conclusion. * He will become satisfied : — 
That not one in twenty, or even in a greater number, can 
possibly realize for its members, whether investers or bor- 
rowers, the advantageous results originally promised; and 
that, at the various epochs of their expected termination, 
there will be found such a deficiency of money as must 
deprive the possessors of unadvanced shares of a considerable 
portion of the accumulation, which they had been led to 
expect; — That in many cases, so far from receiving £1^0 per 
share, they will obtain less than £75, and that, if not disposed 
to accept whatever sum may be then offered to them, they 
will be forced to continue their subscriptions for several years 
beyond the specified time ; — That these imfortunate results 
have arisen in great measure from a lack of proper knowledge 
and experience in the originators of these institutions, — 
a circumstance that does not always escape the notice of the 
industrious classes, and tends largely to diminish their faith 
in the real advantages of prudent and economical habits ; — 

* [Our readers should beware how they rely too hastily upon statements, which 
they may hear, of indiyidual societies having terminated successfully. They 
will find, upon investigation, like the Author, that some questionable expedient 
has been adopted, towards the last years of its intended existence, by which 
an apparently prosperous end has been attained. For example, it may be 
mentioned that in the North of England a society terminated lately with the 
promised results, through the members paying for the last few years double 
the original subscriptions upon their shares. The public were then informed 
of the fact, that the shares had been realized: — The shareholders alone could 
have stated, what they had paid for the same.] 
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Lastly, that strong legislative measures are necessary for the 
due regulation both of the legal establishment of a Benefit 
Building society, and also of the system of its financial 
operations ; and that some supervision should be exercised by 
truly competent persons, not only at the commencement of 
the society's existence, but subsequently, from time to time, 
throughout its progress. 
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CHAPTER IV. 



ON PERMANENT BENEFIT BUILDING SOCIETIES. 



Art. 55. — Having reviewed some of the leading objections 
to the plan of terminating societies, which propose to close at 
the expiration of a fixed number of years, or as soon after as 
the stated amount of the unadvanced shares is realised, we 
will now proceed to examine in detail the various superior 
features of the permanent system. 

To enable an institution of this kind to conduct its opera- 
tions successfully, as regards the profit, which is expected by 
the investuig members, at the same time that the borrowers 
are freed from unjust responsibilities, it is proper, not only 
that the rates of subscription and repayment should depend 
upon a sound basis of mathematical reasoning ; but, also, that 
the general system of the society's practical operations should 
be, as much as possible, clear from those defects, which either 
prevent the realisation of the expected interest within the 
calculated time, or produce injury and personal inconvenience 
to the members. It is essential, that due provision should be 
made for the current expenses and liabilities, and that they 
should no longer be left dependent upon the uncertain 
receipts from fines or fees. The relative position of the two 
classes of members should also be more equitably considered, 
so that the profits of the one may not be increased by taking 
an unfair advantage of the other; and the period of the 
duration of a mortgage should be rendered definite, in order 
that the claim of the society upon a borrower may at all 
times be subject to equitable adjustment, in case of his being 
subsequently desirous of redeeming his property ; since it 
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is evident that any uncertainty, respecting the duration and 
amount of a debt, tends materially to depreciate the saleable 
value of the security held for it. 

As, moreover, it is not easy to form an opinion of the 
possible fluctuations in the value of money, when it is 
involved in transactions extending over a lengthened number 
of years, attention must be given to a suitable Reserve being 
annually made upon the society's profits to form a protective 
fund against future contingencies. Experience daily shews, 
that Benefit Building Societies, from the peculiar nature of 
their transactions, are exposed to losses, which cannot be 
averted by the most careful or intelligent management. By 
subjecting, however, the chance of their advent, to the laws of 
' Average,' and by providing a resource, whence any deficiency 
may be at once made good, these institutions can be rendered, 
on the whole, as secure and as advantageous mediums for 
investment, as any other commercial societies in the kingdom. 
56. — The Permanent plan, which we have devised, appears 
to meet these requirements, as it is entirely free from most 
of the objections peculiar to Terminating societies : — 

1st; The difficulty of finding borrowers, at any time in 
the course of the existence of a society, is removed. 

2dly. New members may enter in any month without 
paying up any arrears or increase of entrance fee. Hence, 
the scope of the society's action is extended, and the 
power, resulting from mutual association, of doing good, is 
greatly augmented, as the number of shareholders increases 
year by year, and even month by month, instead of di- 
minishing. 

3dly. The initial and annual expenses can be more equit- 
ably divided, and spread over a larger number of members. 
4thly. A member may, under reasonable restrictions, 
withdraw his subscriptions, or effect the redemption of a 
mortgage, without the delay or expense, that he would 
experience in a terminating society. 
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5tlily. The duration of members' subscriptions can be 
fixed with greater certainty. 

57. — The system of a Permanent Building Society, which 
is most simple in its operations, may be explained as follows : — 

The members are separated, as before, into two classes, 
Investers and Borrowers. 

The investers pay a certain monthly subscription during a 
fixed number of years, calculated as sufficient for the realisa- 
tion of their shares, at the end of which time the amount due 
is paid to them, and they secede from the association as far as 
such shares are concerned. The Investers represent the pro- 
prietors of a company. New members can enter at any time, 
and commence their subscriptions without paying up any 
arrears or any increase on the original entrance fee, whereas in 
terminating societies, the fee on entering is increased, without 
sufficient reason, year by year, until, from being originally 
only 2s. 6d., it is m some cases raised to six pounds per share. 
The duration of a membership is counted from the month of 
a member's first entrance. This causes every month a fresh 
series of members to be added to the society or new shares to 
be issued, so that, taking an example, if the term of mem- 
bership were 10 years or 120 months, and 50 new shares on 
the average were taken up every month, there would, at the 
end of the first 10 years, be 6000 shares subscribed, supposing 
always that, if any were withdrawn, the average were kept up 
by an increase in the new comers. At the end of the first 
120 months, or 10 years, 50 would be paid out, but as new 
members would come in, the number of subscribers would be 
undiminished, and month by mouth afterwards, as successive 
periods of 120 months were completed, old members would 
go out and new ones come in. 

The Borrowers receive, at the time of obtaining an advance, 
the full amount of their shares without any deduction beyond 
a trifling commission, which is withheld as a contribution 
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towards the expenses and losses ; the loan is secured by a 
mortgage on the property purchased, and in return they pay, 
during an optional fixed number of years previously agreed 
upon, a suitable monthly subscription, by which the debt is 
liquidated with interest. The members, who become borrowers, 
at once cease to be investers in respect of the shares on which 
they obtain advances, and do not participate in any of the 
subsequent liabilities or expenses of the society, nor con- 
sequently in its profits, which in fact they anticipate by 
obtaining their loans at a moderate and definite rate. The 
general liabilities are provided for by taking, as the basis of 
the calculations, a higher rate of interest for the repayments, 
than is actually guaranteed to the investers for the realisation 
of their shares ; that is to say, if the amount of each share 
held by an invester, which is promised to him at the end of 
a fixed term of years, be equivalent to the accumulation of 
his subscriptions at 4^ or 5 per cent, compound interest, the 
borrowers would nevertheless be charged about 6f or 7 per cent. 
This difierence of 2 per cent, in the rate of interest obtained 
is temporarily withheld from the investers, in order to form a 
management and contingent fimd, for the purpose of meeting 
the expenses and contingencies of loss on the mortgages* 
The customary commission, which is deducted from the loan, is 
proportionate to the number of years of its duration, and 
varies in amount with the local circumstances of the place in 
which the society is conducted. It is regulated by a table, 
where the advances are made by Rotation or the Ballot ; but 
in the case of the Bidding system, it is replaced by the pre- 
mium bid per share. A borrower must have been previously 
an invester, but immediately after he borrows, he passes over 
from one class to the other, receiving then whatever amount 
is due to him on his investing shares, as arising from his past 
subscriptions, with interest thereon from the date of his first 
joining up to the time of bis obtaining the advance. The repay- 
ments of the borrowers are for a fixed term of vears, whatever 
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be the subsequent condition of the society, as it is not rea- 
sonable that, when they have once given good and sufficient 
security for a loan, they should be expected to share in the 
responsibility of future investments. This is one great im- 
provement upon the old system, where the period of the 
subscriptions would depend on the future success or non- 
success of the association, or upon the contingency of any 
loss being sustained by it from other property mortgaged to 
other members — so that in many cases the repayments are 
extended over several years more than was expected by a 
borrower when he first effected his loan. 

58. — ^As regards those members who remain investers, the 
system of periodically dividing a Bonus from the profits is 
adopted, which has been found so productive of safety and 
success to mutual Life Assurance companies. Instead of 
forestalling the society's profits, by reducing the monthly 
subscriptions of the investers to such a degree as barely to 
leave them sufficient, even theoretically speaking, to produce 
by accumulation the amount of the shares, the safer plan 
already alluded to is adopted, of keeping the subscriptions 
suflSiciently high to be theoretically and practically adequate 
for the purposes. Any surplus profits, which may arise beyond 
the promised amount of the unadvanced shares, are periodi- 
cally and proportionately divided among the investers in the 
shape of a Profit-Bonus to be paid to them, with the other 
sums due on the completion of the subscriptions upon each 
share. The Bonus system thus possesses very great advan- 
tages, inasmuch as it preserves to the society the possession 
of a reserve fund over which it has power, and whence any 
unexpected losses may be met. 

59. — The borrowers of course are not entitled to participate 
in this Surplus-Bonus, as they have secured the equivalent by 
the manner in which they obtained their advances. This 
point appears, since the publication of the first Edition of this 
Treatise, to have been misunderstood, and several well-disposed 
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persons have exclaimed against an apparent disadvantage 
offered to borrowers by the new system. They should^ how- 
ever, have reflected that the borrower is in all cases, practically, 
equally well ofl", since by the very mode in which he obtains his 
loan, he secures at once the enjoyment of an immediate profit, 
which is still only prospective to the Invester. The money in 
hand is of at least as much advantage to the borrower as the 
deferred realisation of his shares can be .to the subscriber, 
who has to wait to the end of his membership. 

60. — In a permanent institution of this kind there will be 
little difficulty in obtaining borrowers, for the great objection 
disappears which is made against terminating societies : — viz.y 
that after a few years of their existence, the duration of a 
mortgage is too limited, and the loan -repayments too heavy, to 
suit the means of the class who are usually members. If the 
society be permanent, a member can at any time become a 
borrower, and yet have his advance for whatever period is most 
suited to his means, the amount of monthly payments required 
being less as the duration of the debt is extended. 

61. — Again, since new members may come in at any time 
without paying up any arrears, the society will, if properly 
managed, continually receive a fresh accession of strength from 
new subscribers, and thus generally possess, at each meeting, 
funds sufficiently large to be capable of being invested without 
delay ; whereas, it has been stated before as one of the difficul- 
ties in the old societies, that from their being comparatively 
confined in their action, the funds collected at a subscription 
meeting are frequently insufficient to meet the wants of any 
borrowing member, and are consequently left idle and un- 
productive of interest for, perhaps, some months, until by 
subsequent additions they amount to the sum required. 

The permanent principle therefore possesses several elements, 
which tend materially to confirm the calculations founded 
on the probability of a continuous realisation of interest. 
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62. — It is, however, necessary and proper that a higher rate 
of interest should be charged, in determining the advance 
repayments, than the investers would be content to receive in 
return for the subscriptions contributed by them, in order that 
some margin may thus be provided for the various contingen- 
cies to which these societies are exposed. These contingencies 
arise not from the Investers but from the Borrowers, It is 
through the loans^ that losses are likely to be produced, and 
the borrowers should therefore pay sufficient interest to 
protect the investers from such casualties. As we have said 
before, the security offered to Benefit Building societies is 
one of much tendency to be of an unsound nature, and out 
of a large number of such investments, a few bad cases will 
always arise entailing loss. * By charging, however, a suffi- 
ciently high rate of interest from the borrowers, the annual 
receipts from that source may be made large enough, not 
only to meet the engagements in respect of interest on their 
subscriptions, which the society has contracted towards the 
investers, but also to cover any loss arising from bad security 
or other causes. 

In societies formed for the purpose of purchasing or dealing 
with property, which does not consist of land, in or around 
London, or other large towns, a very fair plan is to take 7 



* [We have, since the first Edition, met with a similar view of the 
principle involved, in the well-known Catechisme de VEconomie Politique, 
by the late distinguished J. B. Say, at page 181 of the fourth edition. 
The substance of his views is as follows: Capital is rendered avail- 
able, by industrial enterprises, to produce an income under the name of 
interest. The interest or income from such a source should be separated into 
two parts. When a sum of money is lent at a much higher rate of interest 
than that of the public funds, say, at 6 per cent, per annum, only 3} or 4 per 
cent, (more or less) can be considered as the payment received from the 
borrower by way of rent for the hiring of the money. The remainder 2\ or 
2 per cent, (more or less) is to cover the extra risk existing in the investment, 
or is the Premium of Assurance at which the lender (acting as his own Assurer) 
can incur the chance of loss, to which he is exposed through making his ad- 
vance upon a security, that is not of the first class.] (See chapter further on 
respecting Emigration Societies.) 



ON PERMANENT BENEFIT BUILDING SOCIETIES. 59 

per cent, rate of interest as the basis of the loan repayments, 
since even that rate is sufficiently low to enable a member to 
purchase a house on comparatively moderate terms, and in 
consequence of the greater opportunities for other investments, 
at apparently as high rates of interest, possessed by London 
residents, which they might consider more secure than house- 
mortgages, it would be nearly impossible to find lenders, or 
investers, if a lower rate were charged, as (supposing that the 
expenses, and losses which might arise, should absorb 2 per 
cent, off the rate of interest obtained) they would not clear 
more than 5 per cent, for their money. 

63. — Again ; the Expenses, both initial and annual, can be 
more equitably divided over, present and future shareholders. 

First, as regards the initial expenses, instead of their being 
defrayed by the first series of members, they can be charged 
as a debt against future as well as present subscribers, and be 
paid off by a certain fixed temporary deduction from the 
surplus profits of the society. The annual expenses will in 
a similar manner be borne by a much greater number of 
members, than is the case in associations formed on the ter- 
minating principle, with this one peculiar additional advantage, 
that year by year as the society progresses, until the close of 
the first period of the duration of the investers' shares, the 
number of contributors will increase, instead of diminishing. 
(See Appendix Sec, 4* for further remarks on the rate of contri- 
bution, which it is equitable to require from the members,) 

64. — In permanent societies, any Borrower who may desire 
it, can, under certain practical restrictions, be permitted to 
redeem his mortgage on much more equitable terms than 
under the old system. 

In a society of limited duration, if a borrower, or his family 
in case of his death, before the mortgage is cleared off, make 
application to pay off the remainder of the debt, a much larger 
sum is exacted, than would be required on a mere theoretical 
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view of the question, in consequence of the society no longer 
possessing opportunities of investment for any sum which 
may be returned on its hands, as the other members are un* 
wQling to borrow, when the loan can only be obtained for a 
few years. So that a borrower, who wishes to clear off his 
mortgage before the close of the association, has to pay not 
only the net value of the remainder of his debt, but also some 
compensation for the loss of interest, which will be expe- 
rienced in those years, during which the money thus returned 
will remain idle and unproductive in the hands of the society. 
Hence, instances constantly occur of amounts being required 
in redemption of a mortgage, which would be considered 
unfair and exorbitant, were it not for the peculiar circum- 
stances of the case. 

In a permanent association, on the contrary, as opportuni- 
ties for investments abound, the directors would be ready 
to offer fair and reasonable terms for a redemption, in order 
to increase their power of encouraging the entry of new mem- 
bers by the prospect of an early advance. 

65. — On the other hand the Withdrawal of shares by 
Investing members is greatly facilitated. 

In terminating societies, persons who may desire to discon- 
tinue their membership, cannot do so without much difficulty 
and delay, because the money they have subscribed is engaged 
in the society's investments ; and as few, if any, new members 
join after two or three years, the funds received from time 
to time can only with considerable restriction be paid out on 
withdrawing shares. Hence, it has been customary to inflict 
fines, varying from 5*. to £10 per share, on parties withdraw- 
ing. *This deduction is severely felt by the poor man, who, 
when endeavouring to save a few pounds, does not know at 
what time he may require them ; and who from unforeseen 

* [A member, who has given notice to withdraw, should not be made to 
participate in any loss, which may occur subsequent to the date of his notice.] 
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circumstances may desire to withdraw some portion of his 
subscriptions, as the only means of freeing himself from, 
perhaps, temporary difficulties. Yet, if withdrawals were 
permitted without restriction, a terminating society could 
never lend out the whole of the sums invested, as it might be 
called upon at any time to return an inconvenient portion of 
them. Consequently, in all the old Benefit Building societies, 
the rules attempt to provide against this difficulty by making 
it not easy to withdraw shares. Moreover, the societies them- 
selves are injured by applications for withdrawal, which they 
cannot satisfy, as a feeling of distrust is excited which materi- 
ally affiscts their subsequent operations. This inconvenience 
does not exist in the permanent plan, simply because new 
members continually enter, and there is always a floating 
balance sufficient to meet any applications for withdrawal 
within reasonable limits. 

66.-The permanent system, described in the foregoing 
pages, will best be imderstood by a few examples taken from 
the rules of one of the societies, founded upon that principle, 
which has met with great success : — 

The shares of Investing members are *£100 each, for 
which the subscription is 

13*. Od, a month for 10 years or 120 months, 
or [10*. Od. „ 12i „ 150 

88. id. „ 14 „ 168 „] 

" They may, however, take half shares of £50, or quarter 
" shares of £25 each, if they prefer it. Investing members 
" can withdraw from the society, without fine, at any time after 
" the first year, when the amount of their subscriptions will 
" be returned, with interest, varying, according to the length 
" of time the member has subscribed, from 1 per cent, up to 

* [In some cases ^^60, and even £25, would, perhaps, be the preferable 
amount of each share, as the smaller the sum subscribed, the less the amount 
of withdrawals.] 
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** 6 per cent., according to the following table for whole 
" shares, and so in proportion for half and quarter shares, viz., 



it 



hi 






H 



■At the end of the first year 

2 years 

3 

4 

5 

6 

7 

8 

9 
'At the last or 1 0th year " 






100 



(With Profits in addition to the ^^100.'*) 

" Investers may, if they desire it, cease their future pay- 

" ments and leave their past subscriptions, as a Deposit 

'* producing compound interest, to be received back in one 

" accumulated sum at the end of the term of their origi- 

" nally selected membership." [The table being calculated 

by the formula in Section 4 of the Appendix.] 

" Parties intending to borrow must, in order to qualify, 

" previously become members ; and, at the time of borrowing, 

" they will be repaid the sum due for the past subscriptions 

" on their shares with interest, and then receive, as a loan, the 

" full amount of any number of shares they may require, 

*' without any deduction, beyond a small commission, which 

" will be carried to the credit of a management and contin- 

" gent fund, to defray expenses, &c. 

" Loans, to the extent of £ , will be made to members 
" on security of real or leasehold estate, house or land, in any 
" part of England, for 5, 7, 10, 12, or 14 years, according as 
" they may prefer. 

** Example — *A member borrowing £100 on mortgage 

• [The mortgage-deed must be for a term certam, as in the case of 
annuities secured upon property. If will be different from the ordinary deed 
of the Terminating Building Societies.] 
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" will only be required to make the following repayments, 

" including principal and interest, viz. — 

" If for 5 years £2. 0. 8 monthly or £6. 5. quarterly 
7 „ 1. IL „ 4. 15. 4 

10 „ 1. S. 9 „ 3. 13. 1 

12 „ 1. 1. „ 3. 4. 6 

14 „ 0. 19. 1 „ 2. 18. 9 
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The repayments of the borrowers are calculated at 6 or 7 
per cent, rate of interest, whether the loan be taken for 5, 7, 
10, 12, or 14 years, and, although actually paid monthly 
or quarterly, they are regarded in the calculation as made 
yearly and at the enA of each year. This creates but a slight 
augmentation in the amount of the periodic repayments, and 
yet tends materially to increase the safety of the basis on 
which such a society is founded. 

'* The amount of commission deducted is what a careful 
examination of the expenses and losses of other similar 
institutions has shewn to be necessary and sufficient." (See 
the Rules in this Treatise.) 

" The surplus profits of the society, (over and above the 
" promised amount of the unadvanced shares,) will be ascer- 
" tained yearly by an Actuary, and be apportioned, two-thirds 
" to the credit of the investers, to be paid to them as a Bonus 
" at the termination of their 10 yeais membership ; the other 
" third to be carried to the credit of a Permanent guarantee 
" fund, formed to meet any loss which may arise. This pro- 
" portion in the division of surplus profits will, however, be 
" varied as may be considered advisable, after the expiration 
" of the first nine years of the society's existence. 

" There will be no loss from bidding. Should there be 
" more applicants for advances than can be supplied at one 
" time, priority will be settled by ballot, (or rotation.) 
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" The receipts arising firom the entrance fees, fines, &c., will 
all be carried to the credit of the management and contingent 
fund, out of which the different expenses will be defrayed. 
As an example of the working of this society : — Sup- 
pose a person desires to purchase a house for £300, which 
would return a net rental of £30 per annum, and that he 
" has been an investing member one year before he applies 
" for the advance. He must hold 3 shares to borrow £300 ; 
*' and in this example we will suppose that he has paid one 
yearns subscriptions on each of the 3 shares. 

By the table of withdrawals he is entitled to 3 

times £7. I6s Od,, or £23 Ss. Orf., in return for his past 

subscriptions. This sum he receives, at once, if he desire 

it, with the £300, and, ceasing to be an Invester, he 

" borrows the £300 on the terms of the table of repay- 

" ments (page 63) for Loans, for which only he gives 

" security. 

" If he effect this Loan for 10 years, his re-payments, 

" including principal and interest, will be, £3. 1 1*. 3d. 

** a month or annually .... £42 15 

" Multiplied by 10 years .... 10 






" Making the total re-payments . . £427 10 
" Deduct 10 years' rent (paid or received) £300 



" Leaving the cost, as far as the Benefit 

" Building society is concerned, . £127 10 
" For which sum the member has thus secured to his family 
" a house, free of rent for the remainder of its lease. The 
" above example is for 10 years. The purchase, however, 
" may be effected by smaller annual payments, if the Loan 
** be taken out for 12 or 14 years." 

" The deduction for commission, and the law expenses, must 
" be provided for from the £23. 8^. or other private source. 
" They of course add to the expenses of the purchase, but it 
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" should be remembered that the payments of the borrowers can in 
^'no way be increased or extended beyond the specified period 
" for which the loan is taken, as is the case in the old societies. 
Taking an example from one of them whose shares are 
£120, upon which, in the first year, a borrower would re- 
ceive only about £55 in cash, and occasionally much less, he 
" would be required to pay 14*. per month per share, or 
" 8/. 8s. Od, per annum, until the close of the society, which 
" is more likely to extend to 14, or even 16 years, than to 
" terminate in 10 years; but, confining the question to 10 
" years, in order to obtain a loan for £300, he would have to 
" pay a subscription upon five and a half shares, amounting 
" to 46/. 4fS. Od. a-year ; whereas, in this society, it would 
" cost only 42/. I5s. Odr 

67. — In the permanent plan just described, the period of 
the Investers' subscriptions may be 10, 12, or 14 years, or 
even longer or shorter without affecting the principle. 
Either would answer equally well, and the result would 
be the same to an Invester whatever term were adopted, 
if the basis of the subscriptions were upon the same rate of 
interest. We should recommend, however, that to avoid 
complication, in no society should the investers have more 
than one or two periods for the realisation of the unadvanced 
shares, and their monthly subscriptions should not be less, 
than what would be required to produce them by accumula- 
tion in the stated time, at 4J or 5 per cent, compound yearly 
interest. Although it is not possible, a priori, to estimate the 
amount of surplus profit, which will remain at the end of 
each period, when the expenses and any losses that may 
occur have been provided for, yet it is reasonable to ex- 
pect, that if the society be carefully managed, each invester 
will receive a Bonus in addition to the originally promised 
amount of his share. What that Bonus will be must depend 
on the success of the association, and every member will, 

F 
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therefore, find it to his advantage to add his individual efforts 
in promoting its prosperity. It will be satisfactory to reflect, 
that tlie Management and Contingent Fund will be amply 
adequate for its purpose, since it will include not only the 
entrance fees, fines, and commission deducted from the loans at 
the time of an advance, but, moreover, a fluctuating reserve 
on each £100 share, arising from the circumstance, that the 
annual subscriptions paid by an investing member, viz.y ISs. 
a month or 71. I6s. Od. a year, are invested at 7 per cent, 
compound interest, and in the case of its being realised 
monthly, the reserve in 10 years would be as high as £11 per 
share. — (See Section IF. Appendix.) 

68. — ^We will conclude this Chapter by suggesting an im- 
provement in the pecuniary position of the Borrowers, by which 
greater facilities will be afforded to them to realise benefit 
from Advances. It is well known, that, for the first year after 
his purchase, a borrower is, in most cases, scarcely able to 
complete the necessary arrangements connected with the 
furnishing his house, &c. ; and he experiences some difficulty 
in providing for the increased payments, which begin at the 
end of a month from the time of his obtaining a loan. The 
original object of Benefit Building societies, viz., to enable 
the industrious poor to become possessors of their homes, 
would be accomplished, with greater certainty and less incon- 
venience to the parties concerned, if the monthly repayments 
upon advances did not begin for a year after the same had 
been granted. The borrower would thus have time to look 
about him and to settle comfortably in his purchase ; and the 
society would merely have the repayments deferred for one 
year, or for whatever other time might be agreed upon. It is 
true, however, that for the association to be properly protected, 
collateral security, personal or otherwise, should, perhaps, be 
required during the time which is allowed before the repay- 
ments commence. In the Appendix the formula is given for 
the rate of contribution suitable for a loan so granted. 



CHAPTER V. 



THE PRACTICAL MANAGEMENT OF A BENEFIT BUILDING 

SOCIETY. 



Art. 69. — After recommending the adoption of the Perma- 
nent instead of the Terminating principle, in the formation 
of future Benefit Building societies, it may not be out of 
place to add a few remarks, relative to their subsequent prac- 
tical management, some of which also apply to the other 
institutions considered in this Treatise. 

At the commencement, great care ought to be exercised in 
the judicious selection of suitable persons as officers. The 
most important of these are undoubtedly the Solicitor and 
Surveyor, from their influence, for good or evil, on the opera- 
tions of the society ; for it is upon their testimony respecting 
the soundness and adequacy of the security offered for an 
investment, that its safety and prosperity entirely depend. 

When a member is desirous of purchasing a house, or other 
similar property, he makes application to the directors, who 
instruct the surveyor to examine and report on the nature, 
position, and value of the proposed purchase. If these be 
satisfactory, they then direct the solicitor to examine into the 
right of sale or title which the seller possesses. Should this 
also prove unexceptionable, the money is advanced for the 
purchase, its repayment being secured by a mortgage on the 
property for an agreed term of years. Let us now examine 
the position of the Benefit Building society with respect to 
this investment. 

If, at some subsequent time, before the mortgage is cleared 
off, the borrower were to discontinue his payments, the society 
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would be under the necessity of seizing the property and 
reselling it, in order to recover the remaining amount yet due 
to it. Thence would arise various chances of loss. 

It may happen that the locality in which the property is 
situated may have diminished in public estimation, as is fre- 
quently the case with many parts of London and other large 
towns ; or the necessary repairs to which any new Purchaser 
would be exposed, if they have been neglected by the late 
occupier, might be found too heavy. Perhaps by a wilful 
mis-statement or an error in judgment on the part of the 
surveyor, the house may have been estimated at more than its 
real value ; or, lastly, some defect in the original title may be 
discovered. In any one of these cases an attempt to resell 
the property would occasion loss. 

70. — Now these contingencies may in a great measure be 
averted by the selection of careful and respectable oflScers. 

1st. As regards the Solicitor, who examines the title to 
the property. This branch of law business, which is techni- 
cally termed " conveyancing," is one of great intricacy and 
difficulty, and requires peculiar skill and experience in the 
person who undertakes it. The title-deeds to property are 
often much involved, or present flaws and deficiencies, which 
can only be detected by the most searching and patient 
inquiry. On the other hand the prosperity of a Building 
society, the security of its investing members during the 
continuance of a mortgage, and the subsequent undisturbed 
enjoyment by the borrower of the property purchased, depend 
solely and entirely upon the validity of these titles, and the 
correct appreciation of the property which they represent. 

For these reasons, the election of a competent solicitor is 
one of the most important duties which belong to the directors 
of the society. 

The person chosen should possess both experience and 
talent ; he should be a man of integrity and firm principle, 
incapable alike of being influenced by motives of interest or 
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feelings of private friendship; and, besides these indispensable 
qualifications, he should, if possible, in common with the 
other officers of the society, be possessed of a good connection. 

71. — To secure the services of a person thus qualified, an 
adequate and liberal remuneration must be offered, instead of 
the insufficient fees, which have hitherto been often tendered 
by Building societies to their solicitors. The recompense 
should be proportionate not only to the actual value of the 
work done, but also to the heavy responsibility attached to 
the office which they hold ; for, should the society sustain 
any loss through the inaptitude or carelessness of its solicitor, 
he is legally bound to make good the deficiency. An example 
of this is reported in The Times newspaper of the 12th of 
April 184^, containing a trial at the Liverpool Assizes, of an 
action brought by the Trustees of a Benefit Building society 
against the solicitors employed in preparing the mortgage 
deed to the society, for a sum of £1 ,350 lent to a shareholder. 
It appeared that the property intended to be mortgaged was 
freehold, and that the solicitors had, by some oversight, 
omitted to obtain the assignment of an ** attendant term ;" 
by which means, when it became necessary to proceed to a 
sale of the property, in consequence of the non-payment of 
the subscriptions due from the shareholder, it was found that 
the mortgage was useless for that purpose. The society, 
therefore, brought their action against the solicitors to recover 
the money, which had been advanced ou the faith of their 
taking a proper security. The jury gave a verdict for the 
society (the plaintiffs) for £1,350. The counsel for the 
Building society, in his address to the jury, stated, in refer- 
ence to the profession of a solicitor, that — " No profession 
was of more importance to society; none exercised a wider 
influence. Every man's property was at their mercy; and on 
their skill and integrity every one relied." 

72. — Besides the necessity of offering an ample remunera- 
tion to the solicitor of a Building society, it is also essential 
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that the amount of his fees, whatever it be, should be fixed 
before hand, at the time of his election to the office. 

73. — 2ndlj» The Surveyor of the society stands next in 
importance to the solicitor, his duties being attended with 
great difficulties, and considerable experience and judgment 
being requisite to enable him to form anything approaching 
to an accurate estimate of the pecuniary value of property. 

This value will depend on several varying conditions* The 
tenure by which the property is held may be freehold, copy- 
hold, or leasehold ; in the latter case the number of years yet 
unexpired in the lease must be taken into consideration. The 
neighbourhood in which the property is situated may be 
likely to rise or fall in public opinion. Any estimate, calcu- 
lated on the amount of rent actually paid, is little to be 
trusted, as attempts are not unfrequently made to mislead 
the surveyor, by letting the property at a nominal rent much 
larger than is actually paid for it. 

The surveyor, therefore, must not only be able to estimate 
the materials and cost of erection, but he must be well ac- 
quainted with the locality in which he is employed, and he 
must have sufficient experience to enable him to detect the 
artifices, by which the vendors of property endeavour to 
exaggerate its value. 

The false estimates, which are sometimes productive of so 
much loss to Building societies, are not always the fruits of 
incapacity or inexperience. Cases have occurred of compacts 
between the surveyor and the vendor or the purchaser of pro- 
perty, or even some officer of the society, to share between 
themselves the profits of an unfair valuation. 

To guard against the possibility of such fraudulent practices 
as these, a man of high moral integrity should be chosen ; 
and he should, as well as the solicitor, be liberally remu- 
nerated for his services. 

74. — Several expedients have been adopted, with the view 
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of obtaining a check on the estimates of the surveyors of 
Benefit Building societies. It has been recommended that 
they should be paid out of the ordinary funds of the society, 
instead of by the borrowing members individually, so as to 
destroy any reciprocity of action or feeling between them and 
the mortgagors of property. Some societies appoint a survey 
committee to act as a check between the surveyor and pur- 
chaser, and a regulation has been proposed to prevent any 
subsequent transfer of property, from a member to the sur- 
veyor, or to any individual of the survey committee. All 
these may be useful as auxiliary measures, but the necessity 
for them will be much diminished by a previous examination 
into the character of the person employed. 

75. — Srdly. The Manager. — We have placed the Solicitor 
and the Surveyor of a society first in importance on the list of 
its officers, because we believe that, provided they are unex- 
ceptionable, and the manager be an honest, intelligent, and 
active man, little more is wanting to carry on with advan- 
tage an institution formed on a correct basis as regards its 
rates of subscription. It is, however, essential that any 
person proposed as a manager should be thoroughly acquainted 
with the fundamental principles of compound interest, and 
the practice of tables relating thereto. Much mischief and 
inequitable dealing has occurred in several of the existing 
societies, from the ignorance of their managers on that subject; 
and it were well if some regulation were enforced, requiring 
that every person, who intends to become the manager of an 
association in which the savings of the poor are engaged, 
should first obtain from competent persons a certificate of his 
qualifications for the office. Since not a little depends on the 
zeal and attention with which the manager performs his 
duties, it is but reasonable that he should be paid as his exer- 
tions demand. Experience has long shewn that it is a sorry 
and false economy, not to give an adequate remuneration to 
men, who superintend the affairs of important institutions. 
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76. — One duty of the manager must specially be mentioned. 
He should make himself perfectly master of the Rules of the 
society, and the bearing of each clause upon the various mat^ 
ters of business, which he will have to submit, from time to 
time, to the Board of Directors at their periodic meetings. It 
cannot be expected that the Trustees or Directors should be 
as cognizant as their deputy of the practical effect of regula- 
tions, which they only meet at intervals to carry out; the 
responsibility therefore rests, very properly, on the manager ; 
and he should be aware of the duties of his office, otherwise 
his society may fall into those positions of difficulty and even 
litigation, from the influence of which many of the older 
institutions are now suffisring. 

77. — 4thly. The Auditors of the society occupy also 
rery responsible situations. The members entirely rely upon 
their careful examination, from time to time, of the accounts 
and balance sheets. Not only is it their duty to see that 
correct vouchers are produced corresponding to the items of 
expenses or receipts, but they should examine strictly into 
the formation of the annual or more frequent balance sheet, 
purporting to shew the pecuniary position of the society at 
the time of audit. Upon the faith of the statements contained 
in these balance sheets, it is customary for the directors of 
the institution to found their report of its progress. By 
erroneously placing sums to the credit of profit, which are 
not such in reality, subsequent loss has been created. [See 
the following Chapter,'} For this reason it is of urgent neces- 
sity, that the auditors should be careful and experienced 
persons, well versed in the practice of book-keeping and the 
calculation of interest. 

78. — 5thly. The Arbitrators. — By the 27th section of 
the statute 10 Geo. IV., cap. 56, respecting Friendly Socie- 
ties, which has been extended, in the Act of 1836, to Benefit 
Building Societies, members of these latter institutions are 
entitled to demand Arbitrators, by whom all disputes shall 
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be settled, and whose award is to be final on any matters 
referred to them. If the society do not, within 40 days after 
application from a member, who considers himself aggrieved, 
appoint such arbitrators to investigate his case, he may submit 
the matter to any two justices of the peace, who are empow- 
ered to give a decision, by which the society will be bound. 

79. — The Trustees of the society, though last on our list, 
in reality are the most prominent, if not the most active of its 
officers. We may judge of this, from the fact of their names 
being so frequently paraded as evidence to the public of the 
general respectability of the association, and from the popular 
impression that they are numbered amongst its responsible 
officials. The high and recognized standing of many trustees 
leads us to wonder at the readiness with which they accord 
their names to uncertain schemes, and at their being so unmind- 
ful of the injury caused by such imprudence to the public at 
large. [See Art, 42, page 33.] To correct this evil, a know- 
ledge of the usual duties of their position, we are confident, 
alone is necessary. A slight degree of watchfulness, exercised 
in a properly constituted association, will protect them from 
sharing in the reprehension that otherwise would justly be 
their award. As trustees of the society they should insist 
upon a strict adherence to the Rules established for its govern- 
ment, and also * upon security being given by those officers, 
who act as recipients of the members' money. 



* [Benefit Building Societies^ we are told in this work, which may be con- 
sidered the grammar of the system, are mainly intended for the benefit of 
persons of very moderate means ; and yet their cash transactions are not upon the 
footing of that public respectability, which gives security, as for instance, in a 
bank. This is the first point to be considered ; for even the wild miscalcula- 
tions pointed out in some Terminating Societies will merely involve partial 
loss, or carry on their duration beyond the period specified. There must be 
security for the intromissions of those who are in any way concerned in 
handling the money of the company, or the wisdom with which the plan may 
be conceived will be no guarantee against ruinous loss. [Chamhen^n Udinburgh 
Journal — Extract from Review of First Edttion.'\ 
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80. — Turning from the officers of the society to the details 
of its practical working, we shall next examine several points 
respecting which there is considerable difference of opinion, 
even among persons who are most experienced in building 
society transactions. 

With reference to the mode of granting advances to mem- 
bers, when there are applications for loans exceeding the 
amount of money which can be lent, three plans exist ; viz. : 
either by Bidding, Rotation (that is seniority on the list of 
applicants), or by Ballot, The two first appear to present 
more objections than the third, although it is extremely 
difficult to decide, what system can be adopted as likely to be 
entirely free from inconvenience. 

81. — The plan of determining by Bidding who is to have 
the preference for an advance, consists in putting the sum 
proposed to be lent, up to auction among the members, and 
in finally allotting it to that person who offers the highest dis- 
count for it. This may be explained by an example : — In a 
10 years society, suppose there is a certain sum ready to be 
advanced. The chairman puts up, say, one share of £1£0, 
and enquires what discount will be allowed for it. The 
members present hand in written biddings to him, and he 
declares the highest discount offered ; upon which the bidding 
is commenced a second time and the result is again declared ; 
and, finally, a third trial is made, and the advance is allotted to 
that member who has offered the largest discount. By this 
plau, members who had no intention to borrow, have had the 
power of raising the discount offered, by bidding during the 
first and second trials and abstaining the third time ; the profits 
derived by the non-borrowers increasing with the magnitude of 
the discount obtained. An attempt has been made to remove 
this objection by causing the biddings to be made by word of 
mouth, as at a public auction, and by only allowing one trial. 
The system of bidding, however, may still cause borrowing 
members to obtain advances on most unequitable terms, 
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unless a limit be placed to the price, which they can offer. 
Cases continually occur, where discounts, for £120 shares, 
are given as high as £70 and even £80 in the first year. By 
this means the borrower receives only £50, or even £40, at 
the beginning, in lieu of £120, the full amount of his share 
at the end of the society. And, as he has to pay 14«. a month 
for 10 years, or 81. 8s. Od. a year, his advance costs him con- 
siderably over 10 per cent, rate of interest. 

82. — It is proper to state, that in the country there exist 
many associations in which an error of the opposite extreme 
is committed, through a desire to make the effect of bidding 
less onerous upon the Borrower. We allude to the cases 
where the premium to be given is limited to a small per 
centage on each share, and the Borrower is allowed to pay it 
in instalments over a period of years. This is disadvantageous, 
as it delays the realisation of profit, which the society would 
otherwise experience, and does not prevent the member from 
still imagining that he is paying considerably for his loan. 
There is no doubt that it is expedient, for this and other 
reasons, to deduct the premium at once from the amount of 
the share advanced. 

83. — Between the Rotation or Seniority system, and Bal- 
loting, it is difficult to make a choice. By the first a member 
puts his name down on the list of applicants, and waits his 
turn for an advance. If the society has been some months in 
existence, when he joins or wishes to borrow, he may have to 
wait a considerabre time before he obtains the loan he desires. 

84. — By the Balloting plan, the names of all the applicants 
are placed together in a ballot-box, and one is drawn out by 
lot, to whom preference is given. To this last arrangement 
the modern societies seem to incline, because, without the 
enormous losses consequent on the Bidding system, and the 
delay certain to attend that by Rotation, each of the borrowing 
members individually has a chance of being fortunate enough 
to obtain the first right to an advance. 
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As the names are drawn out of the ballot-box a list is 
formed in the order of which the loans are to be granted. If 
there be not money enough to suit all the applicants at once^ 
those members whose names remain on the list have prefer- 
ence at the next advance before any subsequent ballot, provided 
they have been six months in the society. 

85. — It has been lately imagined that the system of Ballot- 
ing is not legal, inasmuch as it might be considered a species 
of lottery. Such an impression is entirely without foundation, 
since the ballot is merely introduced in a permanent Building 
Society for the simple purpose of collecting for an individual 
preference the names of the members, who desire to become 
borrowers and receive advances, for which each and all have 
to pay after the same rate of subscription and interest ; no 
favour in respect of repayment being obtained by any. The 
ordinary lotteries were very properly prohibited from very dif- 
ferent motives, because they encouraged a system of gambling, 
by which one man was made rich, while his less fortunate rivals 
became impoverished. No analogy exists between the two cases. 

86. — If the Bidding or Rotation plan be preferred, there 
would be found no difficulty in applying either to a permanent 
Building Society, but a clause should be introduced to 
obviate too great improvidence of competing borrowers in the 
former case, or the disheartening delay of the latter system. 

87. — In the general conduct of the society it ought to be 
borne in mind, that, at its commencement, a liberal yet careful 
outlay is requisite, to give due publicity to its principles in 
the districts over which its operations are proposed to extend. 
The preliminary expenses may perhaps be large in amount, 
but where they have been judiciously incurred, they are sure 
to be amply repaid by the future extent and importance of 
the institution. In order to effect legitimately and advan- 
tageously the main object of Benefit Building societies, care 
should be taken that the personal interests of no individual 
member are sacrificed by the adoption of any unjust regula- 
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tions, which may have been introduced for the special advantage 
of another. As the chief aim is to provide a home for those, 
who otherwise might not be in circumstances to obtain it, the 
amount of available funds during each year should be so 
apportioned as to supply the greatest possible number with 
advances. Where a member has pecuniary means of his own, 
he ought readily to apply it towards part of his purchase, so 
that his less fortunate neighbour may participate to the fullest 
extent in the assistance which the society can afford him. 

Again, there is in general less spirit of speculation on the 
part of a borrower, who intends to occupy the house himself 
which he desires to buy, and it is found by experience that 
more substantial property is offered for security in such cases. 

88. — It is desirable that no meeting of the society should 
ever be held at any tavern or public house. The members 
may save much money by the adoption of this rule. They 
may do more : they may deliver themselves from the temp- 
tation to form habits of intemperance and useless expenditure, 
which, to view them in no worse light, well nigh counterba- 
lance all the advantages to be derived from these institutions. 

89. — The Rules should be framed by persons well versed in 
the principles and practice of Benefit Building Societies, so 
that the advantages of both sound and new features may be 
secured. All such provisions, as experience has proved to be 
productive of loss or inconvenience, must be excluded. The 
set of rules in this work are applicable to the proposed per- 
manent plan, which we have prepared of a Building society, 
and may be adapted to the circumstances of particular local- 
ities. They have been carefully modified in this edition by the 
results of uninterrupted experience, and by valuable sugges- 
tions communicated by the certifying Barrister ; and we re- 
commend them as providing a sound basis for any society, 
although we are far from believing, that they should be adopted, 
without modification, as fitted to every part of the country. 
[See Chapter VIL] 
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90. — The promoters of new societies should carefully 
abstain from engrafting corrections upon the draft rules in 
question, which their inexperience may prevent them from 
perceiving, might have the effect of utterly destroying the 
connected link of principles by which the various clauses 
hinge upon each other. That this caution is not unneces- 
sary, we may mention, by way of anecdote, that one of 
the most flourishing societies at present in Middlesex, had to 
go through the expensive operation of a revision and fresh 
registration of its clauses, after a great number of copies of 
its prospectuses and rules had been printed ready for circula- 
tion. This arose from the promoters having adopted the 
general characteristics of the set of rules given in the first edi- 
tion, upon which they had made such fanciful alterations, that 
the system in their hands became a chapter of inconsistency ; 
and they were put to that expense in retracing their steps, 
which in great measure might have been obviated by a more 
legitimate proceeding at first. 

91. — In conclusion, a few amendments may be mentioned, 
which have been the subject of discussion lately, with a view 
to remedy the uncertainty that is caused by imperfections in 
the existing Act of Parliament on the points involved. 

It is contemplated : — 

1st. — That an annual Report of each society, examined by 
an actuary, should be required to be deposited with the 
Certifying barrister, so that the members may be protected 
from errors of mismanagement. 

2nd. — That Advances may be made by Building Societies 
on lands of any tenure whatever, with, or without, personal 
security collaterally. 

3rd. — That Mortgages for advances, exceeding £150, may 
be specially allowed, so as to remove the doubts, which have 
been caused by certain observations of the judges in a recent 
case. — [See Chapter on the Law of Building Societies.'] 

4th. — That the Interest chargeable in the repayments of 
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borrowers should be limited, so that a check may be put to 
the usurious terms exacted in many of the old societies. 

5th. — That the Repayments of borrowers in societies, estab- 
lished upon the Terminating principle, should be invariably 
limited to the period of years, which they were informed 
would be requisite, in the prospectus or otherwise, at the time 
of their taking the advance ; — and, that the Redemption of 
Mortgages should, in all cases, be estimated with reference to 
the present value of the unliquidated annual repayments, and 
not with reference to the amount of money secured in the 
mortgage deed. The said calculation being submitted, if 
required by the borrower, to an Actuary of a Life Assurance 
Office. 

6th. — That facilities should be afforded for Converting a 
Terminating Building Society into a permanent institution, 
on such a principle as we have recommended throughout this 
work. 

7th. — That a public Registry should be kept of all mort- 
gages from Building Societies ; with both the date when the 
borrower obtained an advance, and when his property is 
released from mortgage. 

8th. — That it should be imperative upon the Directors of 
all Building Societies, to certify to the Registrar of Friendly 
Societies, the appointment, resignation, removal, or change of 
any of the Trustees ; so as to obviate the difficulties, which, 
under the present system, may arise, in future years, to the 
purchasers of property. 

9th. — That the directors may have power to borrow money 
(with the view of expediting the granting of advances,) by 
Debentures, bearing interest payable half-yearly, preferentially 
secured upon the shares or property of the Society. 

Other points will be found referred to in the legal chapter. 



CHAPTER VI. 



THE BALANCE SHEETS OF BENEFIT BUILDING SOCIETIES. 



Art. 92. — We have mentioned before, that it is customary 
for all Building societies to produce once a year at least, a 
balance sheet relative to the state of their pecuniary affairs, 
which is certified by the auditors as correct, and generally 
concludes with an estimate of the improvement in the value 
of the shares, attained by the operations of the preceding 
year. It is evidently of the greatest importance, that such 
statements should be accurate, for, if a fictitious amount of 
profit be declared, the directors, not being aware of the error, 
are induced to make a corresponding augmentation in the 
entrance fee, to be required from any one, who may subse- 
quently desire to join the society, and to participate in the 
supposed profits ; the efiect of which would be to deter 
persons from entering, and the scope of the association would 
be curtailed. The existing members also would conceive a 
false impression respecting the pecuniary value of their shares ; 
and, if any of them should desire to withdraw from the so- 
ciety before its termination, they would expect, and the 
directors might be led to pay to them, a premium equivalent 
to the profit declared, which, if it be overated, must be pre- 
judicial to the interests of the general body of shareholders. 
Considerable sums are in this manner frequently paid away in 
the early stages of societies under the name of bonus, which 
create an irreparable deficiency in the accumulated funds at 
the epoch of their intended termination. In a variety of 
cases, which have come before our notice, this mischievous 
circumstance has occurred, and has been found to have pro- 
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duced a most unfavourable effect on their financial position.* 
Moreover, many members who might be disposed to seek for 
advances, imagine that, if so large a profit can be made so 
soon, they surely would have to pay too high a rate of interest 
for the loan desired. They become consequently dissatisfied, 
and do not borrow. The pernicious effect of these erroneous 
estimates is, also, not confined to the members of the society, 
in which they occur. The false experience and superficial 
success, thus created, is quoted by the promoters of new as- 
sociations formed on the same scheme, and senses both as an 
excuse for copying it with all the errors it may contain, without 
further inquiry into its safety or practicability, and also as a 
means of attracting members eager to participate in similar 
advantages. 

93, — Such are the evil consequences attending an inaccurate 
statement of the position of a society at the end of any year ; 
and, yet, in but few instances are the Balance sheets free from 
mistakes equally important with those, which are found in 
the rules and rates of subscription. 

The main source of error consists in the practice of insert- 
ing the whole nominal amount of a share, for instance £1^0, 
as having been lent in cash to a borrowing member, when 
probably he has only received £55 or £60. This is obviously 
incorrect, since it matters not what is the nominal value of 
the share, but merely what present sum in money has actually 
been advanced upon it, in lieu of the full amount, which the 
shareholder would otherwise be entitled to claim at the close 
of the society, and for which advance he has to pay a monthly 
annuity for a certain number of years. 

94. — In general, the only profit, which can be apparent in the 
annual statements, is that resulting from the interest already 

* The case is similar in its effect to that of a bankrupt tradesman, whose 
assets would enable him to pay 16«. in the pound to his creditors, but who, by 
giving 20«. to some of them at first, leaves but 10». in the pound to those who 
are paid afterwards. 

G 
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obtained through investing the subscriptions in loans ; and, as 
such, is merely what was assumed as probable in the funda- 
mental calculations. By the accumulations of interest, year by 
year, the expected amount of the shares can alone be realised, 
and the yearly profit thus produced is not a matter of congra- 
tulation, as if it were unexpected, but simply the means, by 
which the suppositions, forming the basis of the society, are 
rendered true. Hence, if profit at the end of any year be 
shewn, it cannot be carried to the credit of any but the invest- 
ing or non-borrowing members, who are making their monthly 
payments in the hope of receiving, at the end of a certain 
number of years, the promised accumulation of their subscrip- 
tions and compound interest thereon, which together are 
represented by the shares they hold. The borrowers having 
cancelled their shares by the loans obtained, are not interested 
in, or entitled to, any portion of the profit or interest realised. 
95. — The question, however, may be said to present some 
difliculty of conviction, as it is frequently objected by Borrow- 
ers, that, whereas in a Terminating Society, they are exposed 
to participate in any losses, which may affect its duration, it 
would be but fair that they should also share in the pecuniary 
prosperity of the association. To this, which is but another 
proof of the evil of high-flown balance sheets, it can be only 
answered, that, as they have received their shares in advance, 
and frequently on very favourable terms, they should not 
afterwards claim a part of the profits, by which alone the 
non-borrowers can expect to receive an advantage from the 
society equivalent to that already secured by the borrowers. 
Moreover, practically, the Borrowers are greatly benefited, in 
the end, by a wo«-participation in the annual profits ; inasmuch, 
as the more rapidly the unadvanced shares improve in value, or 
progress towards completion, the sooner will the society arrive 
at its termination, and the sooner they will be entitled to 
cease their payments, and to have their deeds returned to 
them endorsed with the usual receipt. 
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96. — The plan, hitherto adopted, of making a Balance 
sheet serve to give an estimate of the profit annually realised 
on the shares, is productive of the greatest confusion. The 
terms Dr. and Cr. tend to mislead, if the figures under their 
head are considered relative to profit or loss experienced. A 
balance sheet merely supplies information as to the items of 
money received, and the mode in which such receipts have 
been disposed of. It can express no opinion, as to whether 
any advantage or disadvantage has been derived from the way 
in which the money has been laid out, but simply conveys the 
facts as they have occurred ; and, as such, it is useful and 
necessary for the protection of the shareholders, because it 
shews clearly how the pecuniary affairs of the association are 
managed. In the other point of view it is not of much value, 
as something more is required, than a mere statement of 
money received and money spent or invested, to attain a 
satisfactory knowledge of the position of the society, as regards 
profit or loss incurred. When the Auditors see under the 
head of Cr. a heavy item for expenses of management, it does 
not occur to them that so much money is sunk and gone from 
1 he society for ever ; the money is accounted for, that is all. 

97. — To arrive effectually at the actual value of the shares, 
an annual valuation of quite a different character should be 
made, on the same plan as that adopted by Life Assurance 
companies ; by which, not only the sums received, and then 
invested or spent, or paid out on withdrawal, are considered ; 
but the present value also is estimated of the profit to be 
expected from the advantageous nature of the society's invest- 
ments in the advances to the borrowers, relatively with the 
present value of its engagements in respect to the shares held 
by non-borrowers. This is not the business of a mere balance 
sheet, but must be effected by a correct mathematical calcu- 
lation, in which the expected duration of the subscriptions, 
and the interest actually realised, are taken into account. 

98. — This distinction has been overlooked by several writers 

g2 
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in periodicals treating of this subject, who, in reviewing 
balance sheets, appear to believe, that in order to ascertain 
correctly the yearly profit or loss of a society, it is suflicient 
to form a profit and loss account, placing on the one side the 
various items of receipts from entrance fees, redemption fees, 
fines, &c., and on the other side the expenses, and to consider 
the balance, whichever it be, profit or loss, as representing 
the true value of the shares. The same rule being applied in- 
discriminately to every description of Benefit Building society, 
without any reference to the essential consideration, as to 
whether the rates of investers' subscriptions or borrowers* 
repayments are adequate to the originally promised results. 
The members, however, can feel no security, respecting the 
actual progress of the society and their own future liabilities, 
unless an accurate estimate of the profit and loss experienced 
by it be made from time to time ; and we would strongly 
impress upon them the necessity of insisting on the production 
at the annual meetings, of a complete valuation of the 
position of the society to that date, distinct from the ordinary 
balance sheet. — [See Schedule C, page 93.] 

99. — Having mentioned the correct method, which ought 
to be adopted, we will proceed to give three specimens of 
balance sheets taken at random from a number of similar 
reports, for the purpose of shewing how they have hitherto 
been prepared ; and to draw attention to the injurious effect 
of exaggerated declarations of profit. 

100. — It is essential to bear in mind that the mischief, pro* 
duced by an erroneous view of the profits of the society, is 
even more serious in the earlier stage of its existence than 
afterwards, as the loss created by paying away money in the 
shape of Bonus to persons withdrawing, is increased with the 
number of years yet remaining of the proposed duration of 
the association. For example, suppose £500 be declared by 
way of Profit at the end of the 3d year of a 13 years society, 
which is realizing an average rate of interest of 7 per cent. ; 
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since money doubles at 7 per cent, in 10 years, the £500 profit, 
if paid away when declared, would cause a deficiency of £1000 
at the end. As no evil is, generally, without a remedy, so im- 
mediate steps may serve to restore the association to its sound 
position. We would, therefore, urge upon the Directors of all 
such societies to have their last balance sheet carefully re-ad- 
justed, and the basis of their subsequent statements settled upon 
correct and intelligible principles. The matter presents compa- 
ratively little difliculty, and a downward course of injudicious 
payment of supposed profit out of capital may be stayed. 
They would thus be enabled not only to ascertain satisfactorily, 
from time to time, the precise value of the unadvanced shares, 
but also to determine the probable duration of the borrowers' 
mortgage-repayments; a point in itself of vital importance 
to that responsible class of members. 

BALANCE SHEETS. 
No. 1. 

Extract from the first report of the Society. Shares, 

£120; monthly subscriptions, lOs. per share (see page 33) :— 

'' The directors hare to congratulate the members on the success which has 
attended the operations of the society during the past year — a success which 
verifies the correctness of the prospectus issued at its formation. 

" The balance sheet shews the superior advantage of building societies over 
other modes of investment ; for if the amount received had been placed — say 
in a savings' bank, the profit would have been about ^43.^ or la. lOld, per 
share; while by the legitimate operations of the society, the profit secured has 
amounted to 27382. 18«. Sd., or 62. Os, 9id. on the £6 per share paid, — ^making 
the present value 121, Os, 9id.** 

Copy of the balance sheet annexed to the report, given 
verbatim : — 

''Dr. 

Entrance money J670 2 6 

Subscriptions in advance 10 

Subscriptions for twelve months 2530 10 

Forfeited shares 2 

Fines 12 1 

Transfers^ 9 6 
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Postage 2 11 (T 

Interest 21 12 10 

2649 2 4 

Premiums (or discount) on 33 (£120) shares 

taken up 1916 6 

Premiums on 12^ shares not taken up, but for 
which the society has funds 764 10 



2680 15 



" Arrears ; 

Subscriptions 190 10 

Fines 17 16 

Interest 2 

Postage 116 

211 7 6 

^^6641 4 10 
« Cr. • 

By formation expenses, including enrohnent of 

rules, and deed boxes ^25 14 2 

Manager's salary 50 

Postage 5 12 

^ 81 6 2 

By mortgaged property 480 

240 

240 

„ „ 2040 

960 

3960 



By arrears of subscription ^211 7 6 

Premiums 764 10 

Cash at bankers 524 10 

Cash in manager's hands 4 



1499 18 8 
5469 18 8 

^5541 4 10 



To balance in favour of the society 

brought down £5459 18 8 

Deduct subscriptions on 453^ shares^ 

at £6 per share 2721 

Net profit realised ^2738 18 8 = to 6 9i per share 

Clash paid 6 

The present value of each share £12 9^ " 
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The directors, in the above, congratulate the members on 
the success of the society, which they affirm is manifested by 
the profit, 61. Os, 9Jd. per share, realized in one year beyond 
the £6 year's subscription paid, a result equivalent to more 
than 100 per cent, interest for the money. 

This statement is, however, not correct ; and the error 
arises from the whole nominal amount of the 33 advanced 
shares, or £3960, being entered to the Cr. as having been lent 
on mortgage, whereas in reality the difference 2043/. 15*. Od., 
(between £3960 and the discount or premiums 1916/. 5s, Od. 
given by the borrowers for the loan) is all that has been ad- 
vanced. Moreover, the item 764/. 10*. Od., respecting the 
shares not taken up, but for which premiums have nominally 
been given, has obviously nothing to do with the business of 
the past year, and ought not to have appeared in the balance 
sheet. 

These considerations change the result : — The following is 
a copy of the preceding balance sheet, arranged as it should 
be ; viz. : by placing only the money actually received or 
due for arrears on the one side, and the money actually paid 
on the other. 

Entrance money ^70 2 6 

Subscriptions in advance 10 

Subscriptions for twelve months 2530 10 

Forfeited shares 2 

Fines 12 1 

Transfers 9 6 

Postage (received from members) 2 110 

Interest 21 12 10 

2649 2 4 

*' Arrears : 

Subscriptions 190 10 

Fines 17 16 

Interest 2 

Postage ^ 116 

211 7 6 

«6'2860 9 10 
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By formatioii expenses, includng eorolment of 

rules, and deed boxes 25 14 2 

Manager's salary 50 

Postage (year's expense to the society) 5 12 

81 6 a 

By 33 shares taken up, value at ^120 each 3960 

Less the discount (or Premiums) 1916 5 

2043 15 

By arrears of subscription j^211 7 6 

Cash at bankers 524 10 

Cash in manager's hands 4 

735 8 8 

2779 3 8 

^2860 9 10 



To balance in favour of the society brought down £2779 3 8 

Deduct one year's subscriptions on 453^ shares, at ^6 per share, 
and the £1 in advance 2722 



Difference £ 57 3 8" 



which, divided among the number of investers* shares, or 
those which have not been advanced, will give the dividend 
apparently realised per share for the past year. 

But the number of unadvanced shares is 453| less 33, or 
420^, and 57/. 35. 8d. divided by 420i equals J^^. od. nearly, 
which is the result of the past year's operations of this building 
society, as far as the above debtor and creditor account is con^ 
cerned, and entitles the investers to receive 2s. 5rf. per share 
at its termination^ in addition to the £6 paid by each. 

The true value of each share can only be ascertained by 
the method described in the preceding pages, in which would 
enter the various considerations deduced &om the particular 
nature of the society. 
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No. 2. 

*' The Mutual Association. 

Established in . Original entrance fee, 2s. 6d, 

Monthly subscriptions, 10*. Redemption, 4*. per share of 
£120 each. 

In the third annual report of this society, the directors 
state, that 85^ shares have been advanced during the last 
year, which, added to those in the two previous years, make 
a total of 261 1 shares, on account of which securities have 

been lodged with the society. 

^' Since the auditing of the accounts, 5} shares, not included in that 
number, have been further advanced, which will make 267 out of 635 shares 
subscribed for ; and the directors are under engagements to advance 20 
shares out of the fourth year's capital. 

" The present entrance fee upon new and additional shares is ^6 ; but 
upon shares being taken to complete a purchase it is only 22. 2«. Od., at 
which sum it was agreed they should continue until after the shareholders' 
meeting in January last. 

'^ The minimum premium or discount upon purchased shares has been 
fixed by the directors at £hh per share for the fourth year." 

Summary of the financial statements as appended to the 
report : — 

'' General Account, vob the Thibd Yeab, ending Oct. 14, 1848. 

''Br, 

1847. To cash, as per last account .> £8329 17 1 

1848. Subscriptions 3660 16 6 

^Interest, entrance fees, fines, rules, transfers, &c.... 590 7 

Forfeit on purchased shares 60 

♦Arrears of subscriptions, fines, interest, &c 100 16 

Cash advanced as a loan 4085 

Premiums as per last report 10626 19 5 

Premiums for 1848 4938 17 6 

^32382 7 1 



* [The practice of throwing several items together to account for so large 
a sum as £590, as in the third line of the above debtor account, is unfair, and 
may justly become the subject of animadversion among the shareholders.] 
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^arpenm for 1846-47 £2M 11 3 

Interest on loans (2 years) 65 4 

176 shares advanced in 1846-47 21120 

85J ditto in 1848 10260 

1848. Management expenses 77 18 2 

Interest on loans 183 4 4 

Ground rent and insurance 11 1 2 

Arrears^ as above 100 16 

Cash with bankers 369 12 2 



^32,382 7 



Pbofit Account. 
"Dr. 

1848. Expenses for three years 282 9 5 

Subscriptions, ditto 11361 9 

Interest, ground rent, and insurance 259 9 6 

Arrears 100 16 

Loans 4085 

Cash with bankers 359 12 2 

Profit and bonus 15933 11 

^32,382 7 1 

By account as above ^32,382 7 1 

^^32,382 7 1 

" Shewing : 
Profit and bonus brought down, divided between 635 shares 

of £120 each £25 2 

Subscriptions paid • 18 

Estimated portion of each share cancelled in three years £43 2 0" 

The above account contains various errors, and the items 
are injudiciously mingled together. The profit 15,933Z. 11*. 
does not in reality exist, as it is in great measure an imaginary 
advantage, supposed to have arisen from the discount given 
by borrowers on their shares, and, as such, ought not to have 
appeared in the balance sheet. 
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We will not examine what would be found to be tlie actual 
value of the shares, supposing a proper calculation made, but 
simply remark, that the above furnishes ample evidence of 
the deficiency, arising from the expenses, which must exist 
towards the epoch of a society's termination, if they so consi- 
derably diminish, even in three years, the interest realised on 
the investers' subscription ; for the receipts from interest and 
fees, including the forfeited shares, altogether only amount to 
650/. 0*. 7d., of which 541/. 18*. llrf. has been absorbed by 
the expenses, leaving 108/. Is. 8d. to be divided between 368 
unadvanced shares, which is about Ss. lOd, per share, and is 
all the interest obtained for three years' subscriptions on each. 

Such a result speaks for itself. 



No. 3. 
The ■ ■ Society. 

Established ' . Original entrance fee, 2s. 6d. 

present one^ £1 per share. Shares, £120. Monthly sub- 
scriptions, 10*. Redemption fee, ia, per share. 

In the first annual report published in , 

the directors allude to the success which has attended the 
progress of the society : — 

''There are 113 members^ holding 211} shares, and the total profits, after 
deducting expenses, amount to 1096/. 17ir. 9d,, being 51. l8. 2d. per share ; 
Tf^hich added to the subscription of 6/. paid on each share, shows a profit of 
IIZ. 1^. 2d. to be the progress made towards the realisation of each share." 

The following are abstracts of the financial statements : — 

"Dr. "Cash Account. 

Subscriptions on shares £1258 10 

Entrance and redemption fees, fines, rules, &c 60 13 9 

^1319 3 9 

«CV. 

Expenses •• 66 14 9 

Advances on 19i shares JE2340 

Less premiums thereon 1106 5 

^ 1233 16 

Balance with bankers 18 14 

£1319 3 9 
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PsoFiT Account. 

To expenses ^£66 14 9 

Balance or profit of the first year 1069 17 9 

£1136 12 6 

Premiums on 19i shares £1106 5 

Subscriptions and fines in arrear 11 13 6 

1117 18 6 

Balance in bankers' hands 18 14 

^1136 12 6 

Profit brought down : — 

^1069 17*. 9f«. divided by 211i shares, gives ^6 12 

Subscriptions paid 6 



Actual value of each share ^11 1 2" 

The above result is fictitious in consequence of the discount 
or premiums 1106^. 5«. Od., given by the borrowers on the 
nominal value of their shares, being entered as actual profit or 
cash realised. Instead of any interest having been produced 
by the past year's business, we find that the expenses have 
even entrenched on the receipts from subscriptions ; — 

For the expenses paid amount to £6G 14 9 

Less fees, fines, &c, to be received or in arrear ... 60 13 9 

Leaving a deficiency of £ 6 10 

which divided among the 192 unadvanced shares, gives a 
deficiency of about 7|rf. per share. 



BALANCE SHEETS OF BENEFIT BUILDING SOCIETIES. 93 



* Art. 101.— "SCHEDULE C. 

FoBM OF Liabilities and Assets Account. 
Dr. 

1 . Outstanding accounts unpaid : viz,, £ 

£ 

2. Loans and interest thereon due by the 

society: viz,, £ 

3. fTo net subscriptions actually receiyed upon shares 

(now actually in existence) of depositing (or non-borrow- 
ing) members, from the of 18 , 
to the 18 

4. To interest due thereon up to this date and calculated at 

per cent, rate of interest, (being the rate obtained 
from the borrowers, or that promised to the depositors 
by the rules) 

5. To reserve for future expenses during years 

Total £ 



Cr. 

1. By cash in hand : viz., 



.£ 



2. Value of property in possession, through default, if sold to 

produce assets 

3. ARREARS due from the existing mortgages: viz,, 

Re-payment subscriptions * £ 

Fines and fees £ 



• • • 



4. fBy arrears of fines and fees due from non-borrowers 

6. Present value of existing mortgages, if redeemed, from 

which re-payments for years are to be received. 

This present value being calculated at per cent, rate 

of interest, or by rule 

Total ^ 

Balance £ " 

The above has been prepared by me, Chairman or Secretary, 

this of 18 , at 

* [Schedules A and B relate to the general business of the Society, and 
may oe had on application to the Author.] 

t Note. — [The arrears of subscriptions due from non-borrowors must not 
be taken into account, as the society is only made debtor to them for the net 
Subscriptions received] 



CHAPTER VII. 

* RULES FOR A PERMANENT BENEFIT BUILDING SOCIETY. 

(Copyright). 

[*/ have been led to consider the manner, in which a Benefit Building 
Society may he constittUed on a permaneTU basis, so as to be free, as far 
as possible, from the imperfections inherent in the terminating system, 
atvd with this object I have prepared a set of Rules for its practical 
managements — Preface to first edition.] 

Established pursuant to the Act of Parliament, Bth and 7th William IF., cap. 321 



^^^^^^0^0^^^^^0^^^^^^^^^^^^^^*^ 



Abt. 102 — dClOO Shares. Monthly payments for 10 Years, ISs. per share, 
or for 12J Years, 10«. per share. Entrance fee 28 6d. per ^100 Share. 
Half-shares of £50, or Quarter-shares of i&25 each, may also be taken. 
The Law Expences advanced to Members purchasing Property. 



The First Subscription Meeting will be held on at 

o'clock in the Evening, at ; and subsequently 

on the First Monday in each Month at the same Hour. 



I. Name and Object of the Society. 
103. — That this Society shall be called the 



Its object is to raise a fund to enable its members to receive an 
advance in full, of a share or shares, for the purpose of erecting or 
purchasing a dwelling- house or houses, or other real or leasehold 
estate in any part of England. 

* [These Rules, as well as the whole of the work, are copyright, and they 
have been confirmed and certified by Mr. Tidd Pratt, the government barris- 
ter appointed for such purpose. They differ slightly from those in the first 
edition, which were also certified. Copies, with the names in blank, will be 
supplied to persons interested in the formation of Benefit Building Societies. It 
should be understood that they would mainly serve as a type of the apparently 
best system that can be devised. In particular localities some modifications 
may occasionally be made with advantage.] 
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[^If it he iTUended to make advances on Copyhold 'property^ it wiU he 
advisable not to specify the same hy name, htU to consider it as 
included in the words ^'•Real Estate^'' which heUmg to the Act. The 
majority of existing societies unhesitatingly make advances on either 
Freehold, Leasehold, or Copyhold property.^] 



II. Time and Place of Meeting. 

104. — That the first meeting for the receipt of subscriptions and the 
transaction of the ordinary business of the society be held on 

at o'clock in the at in the city of ; and 

that the succeeding meetings for receipt of share-subscriptions, and 
advance repayments, shall be held on the first Monday in each 
month. 

105. — That the ordinary meetings of the society shall be held at the 
offices aforesaid, on the first Monday in each month, at — o'clock in 
the evening. That the directors shall have power, from time to time, 
to remove the said offices, and alter the time of meeting as they 
may see fit. That notice of any such removal or alteration shall bo 
given to every member of the society. That the directors shall have 
power to hold special meetings of their body, and to adjourn their 
ordinary and special meetings, as well as all general and special 
meetings of the members of the society, as occasion may require. 

That the business of the directors* meetings shall commence at — 
o'clock in the evening, unless upon subscription nights, when the 
same shall be deferred to — o'clock. 

lOH. — That an annual general meeting of the members shall be held 

on the first Wednesday in the month of in each year, at which 

the directors shall exhibit a general statement of the funds, effijcts, 
Habilities, and accounts of the society, together with an account of 
all and every the sums of money received and expended on behalf 
of the society during the past year; such statement to be previously 
audited in manner hereafter mentioned, and countersigned by the 
manager, and a copy of such statement shall be supplied to every 
member on application to the manager. 

107. — That a special meeting of the members may be held on a re- 
quisition to the manager to convene such meeting ; such requisition to 
be signed by at least five directors, or by ten ordinary members, 
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which requisition shall state the object for which snch special general 
meeting is required ; seven days' notice at least of which meeting 
shall be given to every member, stating the hour, place, and object 
of such special general meeting. That at such special general 
meeting no business shall be transacted not mentioned in the re- 
quisition calling such meeting. 

IIL Share Subscriptions. 

108. — That the shares shall be of the ultimate value of £100 each. 
Each member, on admission, shall pay an entrance fee of 2«. Qd. 
per share, and a monthly subscription of 13«. per share, for and 
during the full term of ten years, or 10«. for 12^ years, to commence 
on and from the first day of the mouth in which he or she shall be 
admitted. 

Half and quarter shares may also be issued by payment of an 
entrance fee of 1«. Qd. & 1^. respectively, and a monthly subscription 
of half or quarter that required for whole shares. 

109. — An allowance of* fourpence in the pound will be made on all 
subscriptions paid in advance, for a period of more than six and less 
than twelve months. The monthly payments may be compounded 
for by a single payment, according to Table 1 : — ^shewing the single 
payment which will compound for the monthly payment of one 
share for any number of years up to IS^.] 

TABLE 1. 



^[The Directors should he cautious not to offer too much discount on shares 
paid in advance. It may he safe to hold out a promise of accumula- 
tions from interest^ hy the end of a term of years, at even 5 per cent, 
or more ; but it does not follow that it would be equally so, to allow 5 
or 4.J per cent, discount on money tendered in advance. The distinc- 
tion is obvious: — in the one case, the undertaking is simply to give 
the result of the interest after it has been realised ; in the other, the 
equivalerU is parted with at once, and a grave responsibility un- 
necessarily incurred of so investing the money received as to recover 
the discount (or forestalled interest ) paid in advance.] 
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IV. Advances and Re-payments. 
\ 10. — ^The society will make advances to its members for terms of 
from 5 to 14 years, repayable by monthly or quarterly contributions, 
covering principal and interest, at the rates hereafter specified, mz.y 

TABLE IL 

Repayments for a Loan of j^lOO, and interest. 

Monthly. 
For a Term of 6 years £2 

7 „ in 

10 „ 1 3 

12 „ 1 1 

14 19 



» 



w 



99 



V. 

8 


Quarterly. 
£6 5 





4 15 4 


9 


3 13 1 





3 4 6 


1 


2 18 9 



111 . — When a loan is required for twelve years, not more than three- 
fourths of the value of the mortgaged property shall be advanced 
thereon : nor more than two-thirds of its value, when the loan is 
taken for fourteen years. 

l^For loans taken out /or shorter periods than twelve or fourteen years, it 
vnU be for the Directors, on the advice of their surveyor and solicitor, 
to decide what proportion of the value of a property sliaU he advanced 
on the security of it. It is important that they should hear in mind that 
the risk of subsequent deterioration in the value of a security increases 
with the length of period of the mortgage.'] 

1 1 2. — No member will be allowed to receive an advance of shares 
exceeding the number he has previously subscribed for, unless he 
pay down the entrance fees, and continue to pay half the subscrip- 
tions on the whole number of shares required from the date of his 
being placed on the list. fSee 146. J 

113. — ^The following commissions shall be deducted from all ad- 
vances made to members, and shall be appropriated to the manage- 
ment and contingent fund : — namely. 



TABLE III. 

Not exceeding in amount 



On Loans advanced for 5 years.. 

7 
10 
12 
14 



99 



» 



9r 



99 



» 



99 



99 



99 



99 



99 



99 



99 



£100. 


it-200. 


.esoo. 


£400. 


£600. 



&c. 



[ The rates will vary with the locality in which the society is situated, and 
should be regulated by the principle in the Appendix, section 4.] 

H 
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And that in consideration of the aforesaid commissions so allowed, 
borrowing members shall not be called upon to contribute, after the 
date of their advance, in respect to the shares upon which they have 
borrowed, any other sums towards expenses or contingencies ex- 
cepting such fines, transfer, or other fees, as may be hereafter 
mentioned in these rules. (See end of Art. 142. J 

114. — Members not being in arrear for subscriptions or fines, and 
having made payments during at least three months on their shares, 
shall be eligible to apply for an advance not exceeding the value of 
their shares, as fixed by Rule 3, provided they apply in writing to 
the manager, on or before the 25th day of the month, stating the 
amount desired, and such member shall receive a notice of all sub- 
sequent meetings for advance of money, until they be declared 
entitled to an award. 

1 15. — Members, applying for advances for an amount greater than 
the value of the shares then held by them, must pay the entrance fee 
and half the subscriptions from the time of giving notice upon such 
additional number of shares as will be equivalent to the sum 
required. 

1 16. — Any member entitled to an advance shall, within one month 
from the date of notice forwarded to him through the post office, find 
a good and sufficient security by way .of mortgage for the same, and 
in case of failure he shall be allowed a further period of one month 
to complete the same, provided he pay interest on the advance, at 
the rate of — per cent, per annum, to commence with the second 
month so allowed him, at the end of which time his right to such 
advance shall be forfeited to the next member then on the list, 
unless he consent to make his repayments in respect of his awarded 
advance from that date. 

1 17. — Members entitled to advances shall furnish duplicate particu- 
lars of property proposed as security, in the form to be furnished by 
the manager at the offices of the society; and the security being ac- 
cepted by the directors, who shall have been previously satisfied by 
the surveyor and solicitor, of the sufficiency of the security ofi^ered, 
and all other preliminaries being arranged, the money agreed to be 
advanced shall be paid over to the member. And in case the money 
is applied to the purchase of land, and afterwards to erect buildings 
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thereon, the same shall be advanced by such instalments as the 
surveyor shall advise the Board of directors. 

1 18. — The expenses of enquiry into title, and of survey of property, 
shall be borne by the member proposing the security, virho shall 
deposit with the society a reasonable sum on account thereof, at the 
time the security is offered. 

119. — ^That the repayment for advances shall be made at the end 
of the first calendar month, or of the first quarter, (as may be agreed 
npon by the directors) next following the receipt of the advance or 
any portion thereof, and shall continue to be so made for the full period 
for which the advance may have been originally taken, unless the 
mortgage be previously redeemed; and that, in all cases, such repay- 
ments shall be due on the first day of each month, and be respec- 
tively made thereon, if it be a day of meeting, or on the first 
subscription meeting thence ensuing. 

120. — ^That the Board shall have the power to regulate the amounts 
applicable for advances, and the time and manner for making the 
same. 

121. — Members desiring advances before they are declared entitled 
to them, may be accommodated, provided they have been members for 
at least six months, and provided the society can obtain loans from 
members, their bankers, or others, to meet such purposes, and upon 
their agreeing to pay the additional interest (if any) for a stated period, 
or until such advance shall be otherwise awarded to them ; and, in 
such cases, preference will be given to members, who shall procure a 
loan for the society to meet their advances.* 

122. — [The society will receive deposits of any sum not less than 
£5, allowing interest at a rate not exceeding 4 per cent., payable 
yearly.] (See Art 91, paragraph 9 and section 4 Appendix. J 

1 23. — In case a larger amount of funds shall be at any time unap- 
propriated than the board shall consider advisable, the board shall, 
after giving notice of at least 14 days prior to their usual monthly 
meeting, have power to cause ths same to be taken by the Investing 
members (not under notice of withdrawal, nor having received an 
advance), and the sums then so declared by the board to be taken in 

[* See Art. 48 for remarks on this point.] 

n2 
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single shares shall be wholly withdrawn, or be taken by such mem- 
bers to whom the same may be advanced npon the security of 
mortgages in the usual way ; and subject, in case of a defstult, to a 
forfeiture of their existing shares. 

V. Fines for Non-payment of Share and Advance Svhscriptions. 

124. — Subscriptions for shares and advances shall be payable 

at the offices of the society on the first • in each month, 

between the hours of seven and nine o'clock in the evening, receipts 
for which shall be given, on a card or book to be provided by the 
society, by one of the directors of the society then present, counter- 
signed by the manager ; and no acknowledgment otherwise given or 
taken shall be valid, unless the manager be unavoidably absent, 
when a minute of the directors shall be duly entered in their journal, 
authorising some member of the board to perform the duties of the 
manager on that occasion. 

125 — The fines for non-payment of share-subscriptions shall be 
at the rate of iyd, per share per month for each default, and so in 
proportion for half-shares. 

The fines for non-pa3rment of monthly advance-repayments shall 
be at the rate of 1«. in the pound per month on the amount thereof, 
and upon quarterly repayments at the rate of 1«. 60?. in the pound 
for each month's default. 

(*) When the fines on unadvanced shares equal the amount paid in, 
the same shall be forfeited to the society. *The Board shall have 
power to allow a member specially to suspend his subscriptions on 
unadvanced shares on his making application to the Board for that 
purpose, and on his paying half the fines above mentioned. 

VI. Security for Advances, 
1 26. — The mortgage deed shall contain full power? of sale, as a 
security for so much money as shall be therein expressed to be ad- 

* [Such a clause is necessary to suit the contingency of temporary difficulty 
on the part of members in the payment of subscriptions, unaccompanied by a 
desire to withdraw from the society.] 

(a) {Thete small letters are inserted to assist the reference to sub-divisions of Clauses.'] 
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vanced and secured. In case the mortgagor shall fail, neglect, or 
refuse, for the space of four calendar months, to observe and perform 
all or any of his or her covenants for payment of advance-instalments, 
according to the terms and conditions of these rules and the said mort- 
gage, as well as any fines inflicted for neglect of payment, on his or 
her part to be observed and performed, then the trustees named in the 
said mortgage, or the survivor or survivors of them, or the executors or 
administrators of the last survivor, or the trustees for the time being 
of the society, shall, either with or without the privity or consent 
of the said mortgagor, his or her heirs, executors, administrators, 
or assigns, have power to take absolute possession of the said 
premises, and to let the same, and to appoint a person to be 
approved of by the said board, to collect the rents of the premises 
thereby mortgaged ; and may at any time or times hereafter, 
absolutely sell all or any part of the said premises, either by public 
auction or private contract, and either together or in lots, and at one 
time or separate times, if desirable, for the most money that can be 
reasonably had or gotten for the same; (<^) and that every receipt of the 
trustee or trustees for the time being shall be a good and sufficient 
discharge to the purchaser or purchasers, paying his or their 
purchase-money, who shall not be obliged to see to the application 
of the same, nor be required to see whether any or what monies 
shall be due under such mortgage, or whether there has or has not 
been any breach on the part of any such mortgagor of the rules of 
the society, or of the stipulations of such mortgage deed, nor 
whether he or she has failed to pay any of the advance-repajrments, 
fines, or other payments, either for the said space of four calendar 
months or for any other period; nor whether such trustees or 
trustee, or the executors or administrators of the last survivor of 
them, or the trustee or trustees of the society for the time being, 
have or have not authority for disposing of the premised comprised 
therein, but the possession of the title deeds and mortgage deed, and 
the written instructions of the board of directors, shall be considered 
sufficient authority for the disposing of the said premises by the 
trustees ; (**) provided always, that the money produced from such 
rents and profits^ or such sale or sales, as aforesaid, shall, in the first 
place, be applied in payment of all costs and expenses, which may be 
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iQcurred on account thereof^ and, in the next place, to reimburse the 
society in the amount of advance-repayments then due and unpaid, 
together with all fines and commissions in respect thereof; and in the 
event of a sale or sales, of the then value of the future repayments 
in respect of such mortgaged property, with interest on the aforesaid 
amount of arrears and fines, up to the completion of the sale or 
sales, and on the then value of such future advance-repayments, at the 
rate of 7 per cent, per annum from the date of the first default ; and 
that the present value of such future repayments shall be calculated 
by the consulting Actuary from the date of the completion of the 
sale or sales to the end of the term for which the mortgage was 
originally taken, discount being allowed at a rate, to be fixed by 
the consulting Actuary, not exceeding 3^ per cent, per annum on 
such future repayments to the end of the mortgage term, and upon 
the principle of repayments made at the end of each year ; and, in 
case the rents and profits of the mortgaged property, and produce of 
the sale thereof, after deducting expenses, be not sufficient to dis- 
charge the amount of such repayments in arrear, and the present 
value of the future repayments so calculated and interest thereon, 
the mortgagor so in default shall immediately pay the balance due 
thereon to the society ; but that the trustee or trustees shall pay the 
surplus (if any) arising from the receipt of the rents and profits, and 
from the sale of such premises aforesaid, to the said mortgagor, his, 
her, or their heirs, executors, administrators, or assigns, or as he, 
she, or they may or shall direct: (^) provided always, that in case any 
of the mortgagors named in any mortgage deed, or his, her, or their 
heirs, executors, administrators, or assigns, having obtained an 
interest in such property (so long as the said premises may continue 
in mortgage to the society), shall become insolvent, or be imprisoned 
for debt, or be made bankrupt, then such trustees or trustee, or the 
executors or administrators of the last survivor of them, or the 
trustees for the time being of the society, with the sanction of the 
board of directors for the time being, shall have full power and 
authgrity immediately to take possession of the premises mortgaged, 
and let and manage the same, and collect the rents thereof, whether 
such mortgagor, or his heirs, executors, administrators, or assigns, be 
in arrear with his, her, or their payments, or not ; and to sell the 
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said preruises, if the rents so received be not sufficient to meet the 
repa3anents falling due in respect thereof; and in case any of the 
premises mortgaged to the society be left incomplete, the trustees or 
trustee for the time being, under the direction of the board, shall 
have power to complete the same, and the money expended and laid 
out in so doing shall be considered as part of, and in addition to, the 
original mortgage. And the said trustees shall also, with the sanction 
of the board, have the option of selling and disposing of the pre- 
mises mortgaged, either in their incomplete state or upon the same 
being so completed as aforesaid. That upon payment of all monies 
due upon such mortgage, pursuant to these rules, the trustees or 
trustee for the time being, shall, at the cost of the member or 
person requiring the same, endorse a receipt or acknowledgment for 
the same on the said mortgage, in the form annexed to these rules, 
according to the act 6 and 7 Wm. IV., cap. 32, sec. 5. 

127. — That during the continuance of a moitgage the member 
shall become actual tenant to the society in respect of his mortgaged 
premises, which shall be chargeable with the repayments in dis- 
charge thereof, as ordinary rent, and for any arrears of which 
repayments the society shall have power to distrain in the usual 
way. And in case the mortgagor, his, her, or their heirs, executors, 
administrators, or assigns, shall at any time fail to comply with any 
of the covenants of the lease or deed under which a mortgage 
properly may be held, or shall break through or infringe any of such 
covenants, then that the trustees or trustee for the time being, shall, 
in like manner as aforesaid, have full power to take possession of 
and to let and sell the said premises without any previous notice. 

128. — That members holding advances upon quarterly repayments 
shall be considered to be in arrear of four months, when any quarterly 
repayment shall have remained unsatisfied for the period of one 
calendar month after the same shall have become due. 

129. — ^That no money shall be advanced by way of a second 
mortgage, unless the prior mortgage be to the society. 

VII. Fire Insurance and Ground Rent, 
130. — ^That all property mortgaged to this society shall be insured, 
in pursuance of any covenant contained in the lease or deed under 
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which such property shall be held, or as the directors shall deter- 
mine; and the manager shall immediately effect the same in the 
names of the trustees of the society, in conformity with written 
instructions to be furnished to him by the solicitor ; and, in case of 
neglect, the manager shall be fined twenty shillings ; and he shall 
pay all premiums for insurance of mortgaged property as the same 
respectively shall become due, or be fined twenty shillings for each 
insurance left unpaid; and the members on whose account such pre- 
miums for insurance shall be paid, shall, on demand, refund the 
amount so paid. (See end of 131 .J 

131. — ^That the manager shall pay all ground rents chargeable on 
property mortgaged to the society immediately on the several 
amounts respectively falling due, or ¥rithin such period as the ground 
landlord may stipulate, or he shall be fined twenty shillings for each 
neglect; and the member on whose account such ground rent shall be 
so paid, shall immediately refund the amount thereof, with and in addi- 
tion to his next monthly advance-repayments, and in default thereof, 
pay a fine of one shilling in the pound on the amount thereof; and 
until such ground rent and fine be paid by the member, the same 
shall be deducted from the amount of advance-repayments already 
paid by him, which shall be liable to fines the same as if the portion 
advance-repayments had not been already paid; and the same rule of 
deduction shall apply to the non-payments of fire insurance premiums. 

132. — Whenever any property mortgaged to this society shall 
receive any damage from fire or any other cause, for which the insur- 
ance company may be liable to give compensation, the trustees for the 
time being of the society shall receive the amount of damage so sus- 
tained from the insurance company, unless by the power usually 
granted to certain insurance companies, the insurance company, by 
which such property has been insured, shall cause the premises so 
destroyed or damaged to be rebuilt or repaired ; and in such case, the 
surveyors of the society shall inspect the premises so rebuilt or 
repaired, and furnish to the board of directors their report of the 
sufficiency or insufficiency of such re-erection or repairs by the in- 
surance company, and in case the same be not completed to the 
satisfaction of the directors and the surveyors, the board of directors 
shall be empowered to take the necessary steps to have such re- 



RULES FOR A PERMANENT BENEFIT BUILDING SOCIETY, 105 

erection or repairs of the said premises perfected by the insurance 
company, to the extent of the insurance effected in the policy of 
insurance. But in case the trustees for the time being shall receive 
the amount of such damages in money from the insurance company, 
then the board of directors shall cause the said premises to be rebuilt 
or restored, under the superintendence of the surveyor of the society, 
at a cost not exceeding the amount of such monies so received from 
the insurance company, unless the member interested in the property 
shall furnish additional funds requisite to cover any further outlay 
he may require. 

VIII. Power to sell, redeem, and exchange mortgaged property. 

133. — That if any member who shall have obtained an advance 
shall be desirous to sell the property mortgaged, it shall be lawful for 
the purchaser, on becoming a member of the society, to take the pro- 
perty subject to such mortgage, and thenceforth to become answerable 
for the payment of all advance-repayments in arrear, and fines then 
due thereon, as well as for all future advance-repayments and fines 
thereon, from time to time, falling due in respect of such mortgaged 
property; an account of all which advance-repayments and fines then 
due and unpaid, shall be made up and acknowledged (in writing) 
by the person proposing to receive such liabilities and property in 
mortgage, which said account shall be duly signed by the person so 
becoming a member, in the presence of the manager, solicitor, or one 
of the directors of the society; and, provided the sanction of the 
directors be given to such transfer, the trustees for the time being 
shall, at the request and cost of the member so transferring his 
interest in the mortgaged property, then release him from all future 
responsibilities in respect of such property so transferred. 

134. — ^That a transfer fee of five shillings for each advanced share 
shall be payable to the society after a mortgage has been made. 

135. — That if any member shall be desirous of having his property 
discharged from the mortgage, under which it may be liable to the 
society before the expiration of the full term for which it was 
originally taken, he shall be allowed to do so on giving a notice of 
two clear calendar months prior to the ordinary meeting at which 
the redemption of such mortgage is proposed to be completed ; and 
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that, on pajrment of all advance-repayments, and any fines due in 
respect thereof up to the time of the redemption of such mortgage, 
and of the present value of the future repayments calculated by the 
consulting Actuary upon the same principle as in Rule 6, to the end 
of the original term, and discounted after a rate of interest to be fixed 
by the consulting Actuary, not lower than 3^ per cent , together 
with a redemption fee of 5*. per cent, on the balance so due, the trus- 
tees for the time being shall, at the request of the directors, and at the 
cost of the member, cause to be endorsed on the mortgage deed, a 
receipt or acknowledgment for the full payment of the amount 
secured in such mortgage in the form annexed to these rules, accord- 
ing to the act, 6 and 7 Wm. IV., cap. 32, s. 5. 

136. — That the fee for the consulting actuary be paid by the mem- 
ber for whose benefit, or by whose default, he is consulted by the 
Directors. 

137. — That members giving notice of a redemption of a mortgage, 
shall be liable to the usual fines for nonpayment of the advance- 
instalment up to the time such redemption shall be completed. 

138. — Members may, on payment of the expenses of survey, and 
other necessary charges, and a fee of 5*. for each advanced share, ex- 
change a mortgage already taken to any other property of adequate 
value, provided no alterations be made in the original mode of repay- 
ments; and with the consent of the directors, members may also 
discharge any portion of a property from the liability of a mortgage. 

IX. Members transferring or withdrawing shares. 

139. — Members not having obtained advances may, on giving 
notice to the manager, of at least seven days prior to the first and 
third Monday in each month, be at liberty to transfer his or her shares, 
and the entire interest therein, on payment of a transfer fee of 2^. 
per share to the society ; but in case any award of advanced shares 
has been made to the member, a transfer fee of 20^. per share shall 
be chargeable thereon ; but in such case the transfer must be made 
to an existing member of the society. 

\J[n conseqtience of members sometimes making it a practice to 
apply for advances C token they have no intention of purchasing 
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property) in the hope that^ if sticceitsful in their application^ they 
may make a profit hy transferring the right of advance to another 
member^ it is eocpedient to apply a check to such a practice^ by 
charging a fee of proportionate amount to the party transferring. Ji 

] 40. — ^The agreement of transfer shall be made and executed by 
the member, and duly attested to the satisfaction of the directors. 

14L — In case of the death or insanity of a member before receiv- 
ing an advance, and upon the application of the wife, widow, or legal 
representatives of snch deceased or insane member, to withdraw 
from the society, the wife, widow, or such representatives, shall be 
entitled to a preference before ordinary members, and to withdraw 
at any time, and to receive back, at the time fixed by the directors 
for such repayment, the amount of subscriptions or shares which 
such deceased or insane member may have paid to the society, less 
all fines due and unpaid by the insane or deceased member at the 
time of his seizure or death, with accumulations thereon, as herein- 
after provided. 

142. — Members not having received an advance, who may be de- 
sirous of withdrawing from the society, must send a written notice to 
the manager of their intention so to do, at least 21 days before the 
first in each month, and such withdrawals will be regu- 
lated as follows: — No withdrawals to be permitted, unless in case of 
death or insanity, under twelve months from the date of each mem- 
ber s admission respectively; provided always, that payment of any 
debts due from the society shall, if required, be made, before any share 
can be withdrawn; and that, under all circumstances, the sums paid 
for withdrawals shall in no case exceed the income derived from the 
repayments of shares already advanced to members ; and that with- 
drawn shares (not wholly subscribed for) shall be paid out according 
to the number of applicants on the list kept for that purpose, each 
member receiving the due proportion of his subscription paid in, so 
that all such members shall be simultaneously accommodated with 
a portion of their shares. (^) And that in case the Expenses of the 
society and any loss sustained by it, exceed the monies appropriated 
to the management and contingent fund, all withdrawn shares shall 
be chargeable with a due proportion of such excess according to the 
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number of years such shares shall have been in force— ^nd that this 
rule shall equally apply to members cancelling their unadvanced 
shares previously to their taking a loan from the society. 

143. — ^That next after payment of withdrawn shares to deceased or 
lunatic members, the persons holding unadvanced shares paid up for 
the subscribed term shall have the preference, who shall be paid 
out in full and in rotation, according to their respective subscriptions 
being fully discharged, subject, however, to the aforesaid deduction 
for excess of expenses or losses (if any) ; and that interest, payable 
annually at a rate not exceeding 5 per cent, per annum, be allowed 
to such members holding paid-up shares, on the amounts respec- 
tively due to them, such interest to commence from the date of the 
realization of their shares respectively. 

144. — That subject to such provisions aforesaid, the sums payable 
on withdravm shares (upon which all subscriptions and fines shall 
have been duly paid) shall be according to the following table; and, 
provided a member voluntarily withdraw his shares in the course of 
a year, the sum set down at the close of the last year shall be payable, 
with interest thereon according to the following table, and also any 
monthly subscriptions subsequently paid ; and so in proportion for 
half, or quarter-shares; (^) Or the half or quarter of a share only 
may be withdrawn. 

TABLE IV. 



[We recommend this table to be calculated on the principle of an ascending 
rate of compound interest, so that a member may be induced to abstain 
from withdrawing from the society, through the prospect of increasing 
advantage held out to him.] 

145. — When any subscriptions or fines shall remain due and unpaid 
on any withdrawn shares, or parts of shares, at the end of a year, for 
a period not more than four months, the amount of such unpaid sub- 
scriptions and fines shall be deducted from the sums set down in 
the above table, and the balance thereof shall be payable to the 
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member, such fines to be calculated up to the first day of the month 
on which the applicant for withdrawals is placed on the list kept for 
that purpose. But, where the subscriptions or fines shall be in arrear 
for more than four calendar months, the deductions, as aforesaid, shall 
be made, but no further interest shall be allowed on the previous 
payments, until the arrears are settled. 

146. — Members on receiving advances may continue to hold their 
shares or cancel the same; in which latter case, the sum then due in 
respect thereof will be passed to the credit of their loan account, and 
security will be taken only for the balance. 

147. — ^After the society has been seven years in existence, the 
directors shall have power (with the advice of the consulting 
actuary) to alter the rate of interest allowed on withdrawal of 
unadvanced shares. 

X. Members Dying, becoming Lunatic, or Insane. 

148 — That no benefit of survivorship shall be claimed by the mem- 
bers of this society ; but upon the death of members during the term 
of their subscription, their legal representatives shall succeed, accord- 
ing to law to their shares and interest in their property mortgaged to 
the society, (if any), and shall enjoy the same privileges, and be 
subject to the same payments, fines, &c., as the deceased shareholder 
would have had to pay, had he been living (Q But in case such shares 
or interest in mortgaged property devolve upon more than one legatee, 
or more than one executor, or administrator, the right of voting of 
such legatees, or executors, or administrators, as members of this 
society, shall be restricted to one of them respectively, either to be 
agreed upon by themselves, or, in case of dispute, to be determined by 
the board of directors. 

149. — ^That in the event of any member being declared lunatic, or 
of unsound mind, no fines shall be payable for arrears of subscriptions, 
fines, &c., until a committee or guardian of such afflicted member be 
legally appointed, or until some relative or friend shall undertake to 
discharge his said subscriptions, fines, and other payments to the 
society ; provided, nevertheless, that on an application being made 
by the directors to some relative or interested friend of the afflicted 
member, to see to the due payment of his or her subscriptions, 
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adTanoe-instalments, and other payments, such application shall be 
deemed a reasonable cause why snch fines should be thenceforward 
enforced, and that the directors shall then be fully authorised in 
taking the ordinary steps for the recovery of all arrear payments 
whatsoever, which may be then due in respect of the shares or 
mortgaged property of the afflicted member, and if requisite, to 
proceed to the sale of such property, in the usual way; and that upon 
the legal appointment of a committee or guardian of the afflicted 
member, the society shall, if so required, but at a time fixed by the 
directors, pay over to the committee or guardian of such afflicted 
member, the amount of actual share subscriptions paid by such 
members, less the fines due up to the time of his lunacy^ or unsound- 
ness of mind, and the usual deduction towards the expenses of 
management as in the case of an ordinary withdrawal of shares; and in 
case such afflicted member may have received an advance of shares, 
the committee or guardian may be allowed to dispose of such pro- 
perty, or to redeem the mortgage thereon, or exercise any other 
privileges thereof as may pertain to the said member ; and in case 
of a transfer of shares or mortgaged property, or of a redemption of 
such property in consequence of such lunacy or unsoundness of 
mind, the transfer and redemption fees, chargeable in respect thereof, 
shall be reduced ono-half the usual rates. 



XI. Expenses of Survey, Mortgages, Sfc, 
150. — ^That the expenses of every survey, valuation, mortgage, and 
supervision by the surveyor of the society of any buildings erected 
upon property previously mortgaged to the society, shall be borne 
by the members respectively applying for or receiving an advance, and 
excepting the cost of stamps, registration, and other monies paid out 
of pocket at the time by the solicitor or surveyor, the expenses of 
mortgage may be repaid by an additional and proportional monthly 
subscription extending over a period not exceeding twelve calendar 
months, provided the member agrees to allow a fee of Is. in the 
pound on each additional monthly subscription ; aud in case of a 
failure of their due payment, the same shall be chargeable on the 
mortgaged property, and be deducted from the advance-instalments. 
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XII. Management and Contingent Fund. 

151. — All fines, fees, and commissions wfaatsoeyer mentioned in 
these rules, shall be passed to a management and contingent fund, 
and so also a deduction at the rate of five pounds per cent, per annum, 
from the amount of income derived from the repayment of advanced 
shares. [See the Appendix^ for the explanation of the principle of 
this and similar deductions^ also sec, 4 for the Expense and Con^ 
tingency Theorem^ hy which the per centages should he regulated, 

152. — That the expenses of management, and any losses that may 
be incurred by the society, shall be defrayed out of the management 
and contingent fund ; but if such expenses or losses be greater than 
the sum of such management and contingent fund, the excess shall 
be borne by the holders of unadvanced shares, not wholly paid 
up in proportion to the number respectively held by each, and 
according to the number of years the same shall have been in 
force ; and by those members who have paid up the whole or part of 
their shares in advance, and received discount thereon; f and by those 
members, who voluntarily leave their realised shares as a deposit in the 
society's hands, and receive interest for the use thereof.^ (See 122, J. 

153. — That at the end of the first three years, and every subsequent 
year, an estimate of the management and contingent fund shall be 
made, and if, after all losses and expenses shall have been satisfied, 
any surplus profit remain, the same shall be appropriated thus : — 

One-third to a permanent guarantee fiind to meet fliture contin- 
gencies ; 

And the other two-thirds to the holders of all unadvanced shares, 
not then in arrear for subscriptions and fines, in proportion to their 
shares held, and to the number of years they have been respectively 
in force, such bonus to be paid to the members on the completion of 
the monthly subscriptions on their shares. No portion of this 
bonus to be paid to members withdrawing previously unless the 
withdrawal is compulsory pursuant to Rule IV, No. 123. ^aS<8« 
sec. 4 Appendix. J 

154. — After the society has been 9 years in existence, it shall be 
lawful for the members, at a special general meeting summoned for 
the purpose, with the advice of the consulting actuary, to alter the 
above proportion in the division of surplus profits. 
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155. — ^That the expenses of all special meeting of the members 
shall be borne by the members subscribing the requisition, unless 
the directors determine the importance of the occasion to be such as 
to render their pa3nnent by the society just and reasonable. 

156. — ^That each member on admission shall pay one shilling for 
a copy of these rules. 

XIII. Registers of Members, Shares, f-c. 

157. — ^That a register be kept, in which shall be entered the chris- 
tian and surname, profession, trade or business, and the place of abode 
of every member of the society, and as often as any member shall change 
his or her place of abode, he or she shall within 14 days give a notice 
thereof to the manager, or forfeit 1*. 6d, for each neglect. That, on 
such notice being given, the alteration will be duly entered in such 
register ; and all notices shall be deemed duly given by putting the 
same into the post office, addressed to the member according to the 
last entry on the register. 

158. — That a register of every member of the society be also kept, in 
which shall be entered the number and numerical order of the shares 
held by him, her, or them, the date of entry, transfer, or cancelling 
of the same, and any other details deemed necessary. 

XIV. Audit of Accounts and Consulting Actuary. 

159. — That at the first meeting of the society, two auditors shall 
be chosen, one by the directors and one by the members present, for 
the purpose of auditing the accounts and watching over the expenses 
of the society, prior to the annual general meeting. That the future 
appointments of auditors shall be made at the general annual meet- 
ings, except in the case of death during the year, when the vacancy 
shall be filled at the next monthly meeting by the directors and 
members respectively present. That the auditors attending shall 
receive 21*. each, as a remuneration for their services. («) That a 
consulting actuary shall also be engaged to make an investigation 
of the accounts of the society at the end of each year, to whom also 
all questions, as they arise, relating to the value of shares, redemp- 
tions of mortgages, &c., shall be specially referred. That the report 
of the Auditors shall be countersigned by the Actuary, and shall be 

read at the annual meeting. That be appointed 

Consulting actuary at an allowance of £ a year. 
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XV. Arbitration. 
160. — ^That in case of dispute arising between the society and any 
member thereof, or the legal representatives of any member, reference 
shall be made to arbitration, pursuant to 10 Geo. lY., cap. 56, sec. 
27, unless such dispute can be amicably arranged by the directors 
and the member, or his legal representative, within fourteen days, 
from the time such disputed matter shall be formally brought before 
the board. At the first meeting after the enrolment of these rules, 
five arbitrators shall be elected by the members present, none of them 
directly or indirectly connected with the society; and in case of 
reference to arbitration, the names of all the arbitrators shall be 
written on separate pieces of paper, and placed in a box, and the 
three whose names are first drawn by the complaining party, or 
some one appointed by him or her, shall be the arbitrators to decide 
the matter in dispute, whose decision shall be final ; provided always, 
that the award of the arbitrators shall be made within one calendar 
month next after a notice of the reference shall be given by the 
manager to each of the arbitrators appointed to adjust the matters 
in difference, unless a consent in writing be given to both parties to 
an extension of the time. Each of the arbitrators so drawn and 
attending shall receive a remuneration of one guinea ; and the costs 
of the reference shall be paid as the arbitrators shall direct. The 
party requiring the arbitration shall deposit with the treasurer 30s, 
towards the arbitrators' remuneration. 

XVL Officers, 
161. — That for the conduct of the business of the society, the 
following officers shall be appointed: — namely, three trustees, at most 
ten elected directors, a treasurer, consulting actuary, surveyor, 
solicitor, two auditors, and a manager. 

XVII. Qualijlcation of Members. 
162. — That the holders of a share, half-share, or quarter-share, (ad- 
vanced or otherwise) shall be deemed members, and, as such, be entitled 
to vote at all general meetings. Females and minors may be members, 
but shall not be eligible to hold any ofiices; nor shall minors, during 

I 
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their infancy, be entitled to vote on any question, or be eligible to 
receive an appropriation of advanced shares. 



XVIII. Receipt of Subscriptions, 

163. — ^That all subscriptions for shares, advance-repayments, fines, 
and other monies whatsoever becoming due and payable to the society, 
shall be received only at the usual subscription meetings, during the 
hours of seven and nine o'clock in the evening, or at such other 
times as the board of directors may hereafter fix for that purpose. 
That all monies so received at such subscription meetings shall be 
delivered to the treasurer, and, on the following morning, be paid by 
him to the bankers of the society for the time being ; and the book 
in which the entry of monies so paid, or the bankers* receipt in lieu 
thereof, shall on that day be deposited with the manager, who shall 
cause the same to be produced at the next meeting of the directors. 

164. — ^That all subscriptions for original shares shall become pay- 
able monthly, in advance, from the first day of each month; and all 
repayments for advanced shares, retrospectively due, monthly or 
quarterly after the date of advance, — such dates to be restricted, as far 
as possible, to the first day of each month. 

165. — ^That the Banking account shall be opened in the names of 
the trustees for the time being. That all cheques must be signed by at 
least one trustee, and countersigned by the chairman of the board of 
directors and the manager. That all payments exceeding five pounds 
be made by cheques on the bankers ; and that for the payment of 
current petty expenses, the manager shall, from time to time, receive 
a cheque of ten pounds, which shall be duly renewed on a proper 
account of his former payments, to the amount of the last cheque 
received by him, being made to and allowed by the board. 

XIX. Mode of Voting. 
166. — ^That all elections and questions shall be decided by a show 
of hands, or by ballot, if demanded. No member to have more than one 
vote ; and in all cases of equality of votes, the chairman shall have 
an additional oi casting vote. But no member shall be allowed to 
vote on any question affecting his individual interest or conduct. 
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XX. Dissolution of the Society, 
167- — That no dissolution of this society shall take place, nnless 
its affairs be deranged, or its principles prove inadequate to promote 
its objects, or its funds be insufficient to meet the claims upon 
them, or from any other such cause, rendering the dissolution abso- 
lutely necessary, and then only in pursuance of the provisions of the 
Act 10 Geo. IV., cap. 56y sec. 26 ; and any member in any way 
attempting to promote a dissolution of the society, but for the 
causes before named, shall forfeit all his monies, benefit, and interest 
therein, and be forthwith expelled the same. 

XXI. New Rules and Alteration of Rules. 
168. — No rule herein contained, or any rule hereafter to be made, 
by virtue thereof, shall be altered, rescinded, or repealed, unless pur- 
suant to 10 Geo. lY., cap. 56^ sec. 9, at a general meeting, convened 
for that purpose ; nor shall such new rule affect the fundamental 
principles of the society, but shall apply only to an explanation of 
the present rules, or to facilitating the operations of the society. 

XXII. Construction of Rtdes. 
169. — ^That in the practical application of these rules, or any rules 
hereafter to be made by virtue thereof, the construction put upon 
them by the board of directors shall be final and conclusive. That 
a word in the singular number shall be applicable to the plural ; and 
the term '^ his" or '^ her" shall apply to a femcUe as well as 
fnale^ unless there be something in the subject matter or context 
repugnant to such construction. 

XXIII. Manager. 

170. — ^That ^ be appointed the manager of this society. 

171. — ^That the manager shall receive whatever salary the directors 
may think proper, provided the same do not at any time exceed 
£ a year. 

172. — That if the manager shall neglect to attend any meetings of 
the society at the time named for the commencement of such meeting, 
without shewing sufficient cause to the directors then present, he 
shall be fined five shillings. He shall enter minutes of all resolu- 

i2 



116 RULES OF A PERMANENT BENEFIT BUILDING SOCIETY. 

tions in the rough minnte book ; the same shall be Cadrl j copied 
into another, to be read as part of the business of the next meeting ; 
and both to be signed hy the chairman. He shall keep the accounts in 
order, in proper books to be provided for the purpose, shall send all 
circulais, and conduct all the correspondence of the society. 

XXIV. *TntsUes. 
[* See page 73 for remarks relatire to tmstees.! 

173. — ^That the trustees shall be ex officio members of the board of 
directors, but in no wise interested in the funds, effects, or property 
of the society, and that they shall continue in office duriug the 
pleasure of the board of directors. That in case the trustees first 
appointed, or any or either of them, or any future trustee or trustees 
to be appointed, as hereinafter provided, shall die, or be desirous of 
resigning, or be discharged from, or shall become incapable oi acting 
in the trusts in him or them reposed by these rules, or be guilty of 
any gross neglect or improper conduct (of which the directors shall 
be the only judges), or shall remove from ■ to a distance 
of more than ten miles, or cease to have a place of business or resi- 
dence in , so that the performance of their duties may become 

inconvenient to them, or that if a difficulty of access to them shall 
impede the business of the society, or if they shall become bankrupt 
or insolvent, the manager shall convene a special meeting of the 
directors, and the directors shall hear and determine thereon, and 
may thereupon remove such trustee or trustees; (^) and as often as any 
new trustee or trustees shall be elected or appointed, the trustee or 
trustees so removed shall cease to be a trustee or trustees, and shall 
be incapable to act after such removal, or after the appointment of a 
new trustee or trustees shall have taken place; and after every 
fresh appointment of a trustee or trustees, the resolution of appoint- 
ment shall be signed by the chairman of the directors for the time 
being, or of the chairman of the meeting at which sucjIi appoint- 
ment shall be made, and by two members and the manager, and the 
same shall be duly entered on the minutes of such meetiug ; and 
the estates, monies, securities, funds, deeds, papers and property of 
the society shall at once become vested (without any assignment) 
in the continuing and newly appointed trustee or trustees; or 
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should the trustee or trastees so resigned, incapacitated, or discharged, 
be out of the kingdom, or no means of communication can be had 
with him or them, then the removal of him or them by the board of 
directors, and the appointment of a new trustee or trustees in his or 
their stead, shall be likewise sufficient to vest all such estates, 
monies, securities, funds, deeds, papers, and property of the society, 
and all other matters pertaining thereto, in the continuing and newly 
appointed trustee or trustees. (') In case of a vacancy of office from 
any cause whatever, by any trustee or trustees first appointed, or 
to be hereafter appointed by virtue of these rules^ the appointment 
of a new trustee or trustees shall be made at the next monthly meet- 
ing by the members then present, providing a notice of such intended 
appointment can be sent to every member seven clear days before 
such meeting, or at the annual general meeting, if such vacancy 
take place within fourteen days previous to the same. Q) That all 
deeds, writings, and securities to and from the society, shall be made 
and taken in the names of the trustees or trustee for the time being, and 
shall be deposited with the bankers of the society, to be appointed by 
the directors, or with such other persons as they may deem fit, in a box 
furnished by the society. And no document whatever shall be allowed 
to be removed from such box, unless by an order of the board, 
signed by at least three members thereof then present. (^) The 
manager shall furnish to the trustees an inventory of the contents of 
such box, and retain a duplicate thereof for the use of the directors. 
1 74. — In case it shall be necessary or expedient to bring or defend 
any action, suit, or prosecution, at law or in equity, touching or con- 
cerning the property or assets, rights or claims of this society, or 
touching or concerning the breach or non-performance of any of the 
articles, matters and things herein contained, or of the conduct of 
any member or officer of this society, the same shall be brought or 
defended by, or in the names or name of the trustees or trustee for 
the time being, and he, or they shall be indemnified from all loss or 
damage to be by him or them sustained in consequence thereof; but 
no such proceedings shall be taken or defended, until the appro- 
bation of a majority of the directors present at a special meeting, to 
be convened for that purpose, shall be first had and obtained. Q) The 
trustees for the time being may, at the request of the directors, 



i 
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borrow and take up at interest any sum of money from any banker, 
or other person, as occasion may require, to procure which the 
trustees may give their own personal security, and they shall be 
indemnified in respect thereof out of the future receipts of the 
society. That the trustees or trustee for the time being, shall do no 
act in their official capacity, but by the written order of the board of 
directors, such order to be signed by the chairman of the meeting 
at which such order is made, and to be attested by the manager. 

175. — ^That , be hereby appointed trustees of 

this society. 

XXV. Directors and Treasurer, 

176. — ^The elected directors shall be shareholders, one third of whom 
shall go out of office after the first two years, but be eligible for re-elec- 
tion. The future election of Directors shall take place at the annual 
general meetings, except in case of death during the year, when any 
vacancy shall be filled up by the board. (™) That if any director shall 
become bankrupt, be declared insolvent, or resign, his office shall 
become vacant, and if, during the year, the vacancy shall be filled up 
by the board, as in case of death. (") The directors shall annually ap- 
point, out of their body, a chairman, deputy-chairman, and treasurer; 
and, in the absence of either chairman or deputy-chairman, the directors 
shall appoint a chairman for the several meetings. That one of the 
directors (in rotation) with the treasurer and manager, shall attend 
the meetings for the receipt of money, within the hours specified in 
these rules, or at such other times as the directors may think fit. 

177« — ^The qualification of a director shall be the holding of at least 
one unadvanced share. * Each director shall be paid 6«. 6<f. for each 
attendance at an ordinary subscription meeting ; and the chairman 
shall, in addition, be allowed 5«. extra. (o)That the Treasurer attending 
the receipt of subscriptions shall receive 5*. each time for his services. 

178. — That the directors may divide themselves into rotas, or com- 
mittees, for the conduct of the business, as they may think fit, (such 

[* Instead of paying the directors monthly, the clause may be thus varied : 
" The members at an annual general meeting shall have power, with the 
advice of the society's consulting actuary, to vote a sum of mouey to be paid 
to the directors and officers for their past year's services."] 
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eommittees or rotas to be open to the other members of the board) ; 
provided, however, no rota shall continue longer than three calendar 
months at one time, without some change of members. That for the 
transaction of general business, three elected directors shall form a 
quorum. The Board shall meet at least twice every month, and the date 
and place of the last meeting having been read from the minute book, 
the bank book shall be exhibited, (or in lien thereof, the bankers' 
receipt), and the amount deposited, since the last meeting, declared, 
and entered as the first minute. The Board shall, from time to 
time, inspect the books kept by the manager ; and the directors, or 
three of them, shall have power to call a special meeting of the 
board at any time, by giving two clear days' notice, and stating the 
object for which it is called. In case the requisite number of 
directors shall not attend, the manager shall have power to adjourn 
the meeting to some other time. In case of equality of votes, the 
chairman shall have an additional or casting vote. No director shall 
be present during the discussion, or at the decision of any question 
affecting his own interest or conduct. Any director failing to 
attend his rotation at the receipt meetings, or to procure a substitute, 
shall pay a fine of 2«. 6d,y or if he fail to be present within ten 
minutes after the appointed hour, he shall forfeit one shilling. 

] 79. — ^That the Board of directors shall consist of trustees, and 
of not less than six, nor more than ten, elected members. 

180. — That the Board of directors shall have power to appoint 
agents to receive applications for shares, and to pay them such com- 
pensation by way of commission on all shares introduced by them 
as the Board may deem fit. 

181. — ^That the following gentlemen be directors of this society 
for the ensuing year, with power to increase their number within 
the before-mentioned limits : — ^namely, Messrs. 

XXVI. * Architect and Surveyor. 

182. — That , be hereby appointed architect 

and surveyor to this society. 

*[With respect to a system of Fines adopted for neglect on the part of 
the Surveyor, the first question is, what right has the Society to impose them ? 
The mere fact of the rules giving the power to fine, does not suffice until the 



i 
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183. — ^That for every valuation and survey of property within 
three miles of , the following fees shall be allowed : — 

Where the sum advanced does not exceed £150, one guinea; and 
above that sum at the rate of 10«. 6d, for each additional £100 
borrowed. And if the distance exceed three miles, but not more 
than ten miles, one shilling per mile (one way only) extra shall be 
charged; where, however, any greater distance be required, such 
additional charge shall be allowed as shall be agreed upon by the 
board and the surveyor. 

184. — In all cases where the architect and surveyor is required to 
supervise the erection of any buildings on behalf of the society, the 
remuneration shall be specially agreed upon by himself and the 
board. 

XXVII. Solicitor, 

185. — That , be hereby appointed solicitor to this society. 

186. — ^That the solicitor shall transact all the legal, equitable, and 
conveyancing business of the society; and if any dispute arise with 
reference to his charges, the case shall be referred to two members of 
the legal profession, one chosen by the board or member interested, 
and the other by the solicitor; such referees, before proceeding to 
arbitrate, to appoint an umpire, in case they should disagree ; the 
award of such arbitrators or umpire to be final and conclusive. 

XXVIII. Removal of Officers. 
187. — That neither the solicitor, surveyor, consulting actuary, nor 
manager be removed from their respective offices, except for miscon- 
duct or inability; and then only by a majority of at least three-fourths 
of the members present at a meeting specially convened for that 
purpose, and who, in case of a removal or resignation of such officers, 

party to be fined has consented to be bound by them. The appointment of the 
Surveyor should therefore be made in writings and be expressed to be under 
and by virtue of the rules of the Society ; and he should be required to accept 
the appointment on the same terms. Under such an appointment there would 
be no difficulty in enforcing the fines. Without it, or some implied agreement 
to be boimd by the rules on the part of the Surveyor, the Society could not 
legally impose or enforce them. — Thompson, on the Law of Benefit Building 
Societies.'] 
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shall authorise the directors to proceed to elect other and fit persons 
in his or their stead. 

XXIX. Indemnity to Officers. 
188. — ^That the tnistees, directors, and all other officers of the so- 
ciety shall be, and are hereby, indemnified and saved harmless out of 
its funds and property, from and against all losses, costs, charges, 
damages and expenses, which they may incur or be put unto, in or 
about the execution of their respectiye offices, trusts, and services ; 
and none of them shall be answerable for any act or default of any 
other of them, or for the insufficiency or deficiency in the title or 
otherwise of any security whatsoever which shall be taken for the 
repayment of any advance, unless the loss, arising by such means, 
shall happen through their ovm neglect or default ; nor shall they 
be liable for any banker, broker, or other person with whom the 
trust monies shall from time be deposited for safe custody, invest- 
ment, or otherwise, nor for any involuntary loss, misfortune, or 
damage whatsoever, which may happen in the execution of their 
respective offices, services, or tnists, or in relation thereto. 



I 



Members, 
Manager 



SCHEDULE OF FOKMS. 



189.-- To the Manager of the • Benefit Building Society. 

Sib, — I send you the following particulars of certain premises which I am 
desirous of purchasing, according to Rule IV., page 6. 

Name 

Address 

No. of Certificate 

Bate 



Situation and extent of property, number of rooms, extent of garden, S^c. 

Is the property freehold or leasehold ? 

If leasehold, the number of years unexpired ? 

If original lease, underlease, or assignment of lease ? 

Ground rent per annum ? 
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When payable ? 

To whom^ name and address ? 

Taxes^ rates, &c., their amount respectively ? 

Does the tenant or landlord pay the rates and taxes ? 

Insurance^ date of payment^ name of office ? 

Gross rental per annum ? 

If unoccupied^ what is the fair rent ? 

Is the rental paid weekly, monthly, quarterly, or held on lease ? 

Amount of advance required ? 

Is the property subject to prior mortgage ? 

If so, to what amount ? 

Is the applicant solvent ? Ever been bankrupt ? 

Is the applicant free from any judgment or other encumbrance likely to 

effect his real estate ? 
Is the title good of such premises ? 
Have any of the covenants in the lease been violated ? 

B 

To the Manager of the Benefit Building Society. 

Sir, — I send you the following particulars of certain buildings which I am 
desirous of erecting. 

Name , 

Address 

No. of Certificate 

Date 



Description of building, to be accompanied vnth plans. 
Where to build ? 
Leasehold or freehold t 
Ground rent per annum ? 
Covenants of >lease ? 
Amount required t 

By what instalments, and how often ? 

Has the applicant ever been bankrupt or insolvent, or has he any encumbrance 
registered so as to affect his estate ? 

C 

To the Manager of the Benefit Building Society. 

Sir, — I send you the following particulars of freehold land which I am 
desirous of purchasing. 

Name 

Address 



No. of Certificate 
Date 
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Description and extent of property. 
"Where situate^ — parish, county, &c. ? , 

The value per annum ? 
By whom is the land held ? 
To what use is the land to be applied by applicant ? 

D 

Receipt to be endorsed on mortgage security. 

We, the undersigned, the trustees for the time being of the within- 
mentioned Benefit Building Society, do hereby acknowledge 

to have received of and from the within-named his heirs, executors, 

administrators, and assigns, all monies intended to be secured by the within 
written deed. 

As witness our hands this day of 18 — . 

£ 
Form of transfer. 

I, , one of the members of the — — — Benefit 

Building Society, in consideration of paid to me by , do 

hereby assign and transfer , to the said , his (or her) 

executors, administrators, and assigns, subject to the payments, rules, and 

regulations, prescribed by the society. And I, , sanctioned by 

the board of directors, do hereby agree to accept the said share (or shares) 
subject to the same payments, rules, and regulations. 

As witness our hands and seals, this day of 18 — . 

Barinster*s certificate. 
190. — I hereby certify that the foregoing rules are in conformity to law, and 
with the provisions of the statute 6 and 7 Wm. IV., cap. 32. 



The Barrister-at-Law appointed to certify 

rules of savings' banks. 
London, 24th June 1848. 

Copy kept, pursuant to 9 and 10 Vict, cap. 27, sec. 12. 



Acttuiry*8 certificate. 

191. — I hereby certify that the rules and rates of the — 

Permanent Benefit Building Society are founded upon equitable and sound 
principles, and may safely be adopted for its use. 

Actuary. 



CHAPTER VIII. 



ON LIFE OR FIDELITY ASSURANCE APPLIED TO 
BENEFIT BUILDING SOCIETIES. 



SECTION I. 

As regards Borrowing Members. 

Art. 192. — There remains one circumstance in connexion 
with the operations of Building Societies, which more particu- 
larly deserves the serious consideration of those members, who 
have borrowed money for the purpose of purchasing a house 
or other property. It has been explained that, when an 
advance is obtained by a member, a mortgage of the property 
purchased with it is given by him to the society, for a specified 
number of years, as securit}'^ for his making, during that time, 
certain fixed periodic payments, by which the loan is to be 
repaid with interest. 

If the borrower survive the term of his mortgage and 
complete the redemption of his property, he will, in most 
cases, have thus secured an unincumbered provision for his 
family, and all is well. But if he die before this satisfactory 
result is attained, unless his successors can continue the re- 
demption payments, for whatever number of years remain in 
the agreement, the Building Society is under the necessity of 
foreclosing the mortgage and reselling the property, in order 
to recover the remainder of the debt. The late borrower's 
family, consequently, find themselves suddenly deprived of a 
provision on which they had calculated ; and whatever sum 
they may recover from the sale of the house, after complete 
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payment of the society's claims, it would, under such circum- 
stances, be but small in comparison with the advantage, which 
had naturally been expected by them before his death. 

This difficulty in the position of the borrower can only be 
surmounted by the application of Life Assurance, which alone 
aflTords the certainty of monetary payments adapted to the 
contingencies of human life. It is exactly one of the cases 
that Life Assurance is specially prepared to meet. The con- 
tingency to be provided against being : — the chance of a given 
life dying before the expiration of a given number of years. 

Were the borrower's debt to remain undiminished until the 
end of the specified time, and were that time a fixed number 
of years, then by taking out an ordinary Temporary policy on 
his life for that period, equal to the amount of his debt, he 
would secure the necessary sum payable to his family in the 
event of his decease at any intermediate time. But, in con- 
sequence of the claim on the property diminishing every year, 
and in fact every month, the policy can, at the option of the 
assured, be made of such a kind as to adapt itself to the 
decrease, in various ways more advantageous to him, and 
suited to each particular case. 

To persons unacquainted with life assurance transactions, 
it may be explained that policies are generally denominated 
whole-life or temporary. If the policy be effected for the 
whole of life^ the assurer pays, during that time, a certain 
annual premium, varying with his age at entry, in considera- 
tion of which the company undertakes to pay the amount 
assured, whenever his death takes place ; so that, some day or 
other, his family are sure to be thus benefited. In temporary 
policies, the society merely guarantees the payment of the 
amount assured, provided the assurer die within the number 
of years for which it is taken out. As, however, the risk of 
the assurance company from the chance of such an event is, 
for most ages, considerably less than in whole life policies, the 
temporary annual payments are also considerably smaller. 
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But, on the o^hfer hand, if the person assured survive the 
period for which the assurance was effected, he receives from 
it no further benefit beyond the satisfaction which he may 
have experienced during the past, arising from the certainty 
that his family has been completely protected during the then 
existing chance of loss. 

Before examining the various modes of assurance which 
have lately been suggested, we may remind the reader that, in 
the preceding sections of this work, it has been explained, 
that in most terminating societies there exists considerable 
unwillingness on the part of the directors to allow the 
redemption of mortgages, from the great inconvenience which 
arises in the latter years of a society, if a sum of money be 
returned on its hands, for which a re-investment may not be 
easily found. If, therefore, in consequence of the death of 
a borrower, or from any other cause, a redemption be per- 
mitted, it is required to be on such terms as will secure the 
association from loss; and the amount which, according to the 
rules of compound interest, would be considered a fair com- 
position for the remainder of the debt of a deceased borrow- 
ing member, might not always be accepted as sufficient by 
the directors, who would have to take into account the loss of 
interest likely to be produced by the absence of re-investment 
for the money returned ; which loss, if not obviated, must 
prevent the realisation of the results anticipated in their fun- 
damental calculations. 

This practical difl[iculty, among others, renders it impossible 
for a borrower to know, beforehand, the precise sum, which 
might he required from his family, after his death, for the 
redemption of his mortgage ; although, of course, he would be 
justified in expecting that it would be less than the amount 
originally borrowed. Again, another obstacle to the accurate 
determination of a borrower's liabilities arises from a cir- 
cumstance peculiar to the mortgages effected in terminating 
societies, caused, as we have before mentioned, by the special 
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provision, that the payments of the members shall not ter- 
minate, until the promised amount of each of the unadvanced 
shares held by non-borrowing members has been realised ; 
and that, if from any cause there exist a deficiency in the 
accumulated funds of the association at the end of the specified 
term of its existence, all the subscribers, borrowers as well as 
non-borrowers, shall continue to make their payments, and 
the mortgages on property shall remain in force, for the 
necessary additional time, of which the duration cannot be 
calculated until the deficiency is discovered. 

In permanent societies, these obstacles to the ready appli- 
cation of life assurance do not exist, as they are free from 
the practical objections above quoted ; and in some instances 
also of the terminating societies, where they are formed on 
accurate and sound principles, arrangements can be made, by 
which a borrower may avail himself of the advantages ofiered 
by life assurance. In the present confused state of the affairs 
of most of the existing associations of this kind, it is impos- 
sible, of course, to offer any advice on the subject, which can 
meet each individual case ; but attention may be drawn to 
several plans prepared by some of the weU-established assur- 
ance companies. 

These plans appear to be of two kinds : — either the policy 
secures a single sum of money, to be paid at the death of the 
assured, and sufficient to clear off the debt ; or the assurance 
company undertakes to continue the subscriptions of the bor- 
rower after his decease, until the period of the expiration of 
his mortgage. 

In the first plan, three varieties of policy are suggested : — • 
First, that the borrower, if he can afford it, should effect 
an assurance, equal to the amount of his loan, by a whole life, 
policy. He thus, not only makes his family secure during 
the period over which his mortgage to the society extends, 
but, in the event of his surviving, also creates a fiurther prqr 

J 
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vision for them, payable at whatever subsequent time his 
death may occur. This plan is undoubtedly the most advan- 
tageous for his family, but it is generally found too expensive, 
as the borrower, in most cases, finds it nearly as much as he 
can manage, with his limited means, to pay his share sub- 
scriptions. The Half-premium system for seven years might 
be useful, by which only half the whole rates are charged for 
that term, the remainder standing over as a small debt upon 
the policy. 

Secondly^ — It is proposed that he should efiect a temporary 
policy on his life, which shall commence at the time he 
obtains the advance, and be equal to the amount thereof. 
The term of its existence also to be equal to (or perhaps, if 
thought safer, a few months longer than) the number of years 
over which the mortgage is expected to continue. It is then 
arranged, that at the end of each year the assurance company 
should allow him to diminish the amount of his policy, by 
a sum equal to the diminution effected in his debt to the 
Building Society, during each past year ; thus maintaining it, 
nevertheless, large enough to meet its purpose during each 
coming year. By this arrangement the annual payments 
would of course receive a corresponding diminution, and the 
amounts, by which the policy is to be reduced from time to 
time, would be left undetermined, and at the will of the 
assured, in consequence of the impossibility of his ascertaining, 
beforehand, the sum which might be required, in the course 
of the society's existence, to pay off the remainder of his loan 
in the event of his death ; and, although the extent of his 
debt at the close of each year, depends on practical contin- 
gencies, undeterminable by theory, yet it is in the power of 
the assurer to ascertain the correct amount, relatively with 
the actual circumstances of a Building Society, by applying 
annually to the manager ; moreover, as the rates of premium, 
on policies of this kind, diminish every year, they become 
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rapidly yery small, and appear to be within the reach even of 
persons of very limited incomes. 

193. — Thirdly. — Some Life Assurance Societies have of- 
fered to issue temporary policies^ diminishing by an unvarying 
fixed amount every year ; the rates of premium decreasiijg 
accordingly. 

For example: — Suppose that in a 10-years Building Society 
a member has borrowed £300, — he is recommended to effect 
a temporary policy for £300, for the period of 10 years, 
diminishing by the fixed reduction of £30 a year. 

This plan, however accurate in principle as a mere life-as- 
surance question, is not at all applicable to the case of mortgages 
from Building Societies, whether examined theoretically or in 
its practical bearings : for the policy, during more than half 
the period of its existence, would be insufficient to cover 
the debt. 

When it was first put forth, two or three years ago, by the 
life assurance companies alluded to, its unsoundness was very 
ably proved by some of the periodicals which treat of these 
subjects, although not with the complete success of causing 
the directors to suspend its detrimental action. As, however, 
the subject is one of considerable importance, on account of the 
loss and future injury entailed on persons, who may be tempted 
to assure from the simple form and apparent cheapness of 
the policies, we shall here examine it by an example : — 

A man borrows £300 from a Building Society which is 
expected to terminate in 10 years, and whose shares are 
£120 each, — for this loan he requires 5 shares, supposing the 
present value of each share to be £60, and he has to pay a 
monthly subscription of five times 14*., or SI, 10*., in all £42 
a year. To secure the family of the borrower from liability, 
in case of his death before the expiration of the ten years, 
the assurance society recommends him to efiect a temporary 
policy of assurance for ten years on his life, according to a 
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scale given in their prospectus. By this scale the amount of 
the policy is diminished £10 per cent, every year, so that — 

If the borrower died between the beginning and 
end of the 1st year, the policy would secure the 
payment of £300 

If he died between the beginning and end of the 
2nd year, the sum payable would be 270 

Within the 3rd year 240 

4th year 210 

And so on, diminishing £10 per cent, annually — the diminu- 
tions in the policy taking place at the end of each year. 

To this circumstance attention must be given, as the object 
of these remarks is to prove, that the amount so secured, pay- 
able in the event of the death of a borrower, is not sufficient, 
the fixed diminution in the amount of the policy being too 
great during the first half of the years of existence of the 
policy and the debt to the building society. It has been 
explained in Chapter III., that the rate of interest involved 
in the calculations of a building society such as this, is 7 per 
cent., so that the current account of the borrower relative to 
the society will stand thus : — 

First year— Principal or debt £300 

Interest at 7 per cent 21 

Total 321 

Deduct paid. 42 

Leaving a balance due at the end of the 

1st year 279 

Second year. — Interest 19 10 

Total 298 10 

Deduct paid 42 



Balance of debt at the end of 2nd year... £256 10 
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And SO on, year by year, the balance due can be annually 
ascertained. The fact of the payments being monthly instead 
of annual will not materially aflfect the results. 

Now, if the amount of the debt at the end of each year be 
compared with the corresponding remaining amount of the 
policy, it is seen that, at the end of the first year, the former 
amounts to £279, while the latter is only £270, being too 
small by £9 to meet the debt. Similarly at the end of the 
second year the policy is deficient by 16/. 10*. Od., and so on 
during more than the first half of the debt ; hence, although 
as far as the assurance companies are concerned, policies may 
be safely granted, decreasing every year by the same fixed 
sum, yet they are evidently inapplicable to the case of the 
borrowing member of a building society, who ought himself 
to have the power of determining, year by year, the amount 
by which his policy is to be diminished. 



194. — The Second Syttem of life assurance adapted to the 
requirements of a borrower in a Building Society, by which, in 
the event of his deaths the Assurance Company takes his place y 
and continues his monthly subscriptions, we suggested in con« 
sequence of the strong objections which exist to the effecting 
of life policies for single sums of money, from the practical 
difficulties, that constantly arise, in the equitable adjustment 
of the remaining amount, which the Building Societies are 
entitled to claim in repayment of a debt. 

In the policy recommended in their stead, the assurance 
office undertakes, in consideration of a fixed diminishing y (or, 
under certain conditions y equal, J annual premium, paid to it by 
the borrower, to continue, from the time of his decease, the 
monthly subscriptions for which the house or property is liable, 
until the mortgage is cleared off. The term of the annuity is 
taken as ending with the year, in which the society (if termi- 
nating) is expected to close, or for a few years longer. This 

K 2 
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plan, which has been adopted under the name of the " Gua^ 
rantee temporary annuity policy, ^^ appears to offer additional 
security to the Benefit Building Society, at the same time 
that it renders the family of the borrower entirely free from 
liability or trouble of any kind. 

To illustrate the application of the diminishing payment, 
we will take the same example as before : — Suppose a person 
aged 30 borrows, in order to purchase a house, £300 at the 
commencement of a Building Society, which is calculated to 
close in 10 years, and whose shares are £120. He requires 
for this loan 5 shares, and has to make during the 10 years 
an annual payment of £42. 

Now, if the borrower die before the 10 years are expired, 
the house is liable to be seized for the remainder of the 
mortgage unpaid, unless his family can continue the monthly 
instalments, — but if he effect, at the same time with his loan, 
a guarantee temporary annuity policy on his own life for 1 
years, securing the annuity of £42 a year, or 3L lOs. monthly, 
payable in case of his death, from that event until the expira- 
tion of the 10 years, his family is rendered free from any 
liability by a comparatively small annual outlay, which at his 
age 30 is as follows : viz. 

1st year's payment £5 

2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9th 
10th 



;5 








4 


7 


1 


3 


19 


2 


3 


10 


5 


3 


1 


8 


2 


12 


1 


2 


2 


11 


1 


12 


6 


1 


2 


1 





11 


3 



From this it is seen that if, for example, the party die in 
the 4th year, he will have purchased an apnuity of £42 a year 
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for the 6 remaining years, by four payments amounting to 
161. 1&. 8d. 

It is evident the principle of such assurances is the same 
whether the payments of the Building Society are 10*. a 
month during fourteen years, or any other amount ; and it 
matters not whether the loan be effected at the commencement, 
or in any other year of the existence of a Building Society. 
All that the borrower has to consider is the amount of his 
annual payment, and the number of years he expects they 
will run over : with these facts he can ascertain what premium 
and what amount of policy will suit his purpose. 

195. — The principle of making the annual premiums dimin- 
ish annually with the risk, to which the assurance company is 
exposed, is obviously the correct one, and it has been since 
widely adopted ; but, in order to meet the requirements of the 
industrious classes, the policy is frequently desired at an aver^ 
a^e equal premium, so as to lessen the heavy expense at first. 
This, without some limiting condition, is disadvantageous to 
the office, and yet it has lately been undertaken by some 
assurance companies. For instance : one of the prospectuses 
states that a reversionary temporary annuity of £10 will be 
guaranteed, in case of the death of a person aged 30 before 
the end of 10 years, in consideration of the equal annual 
premium of 13*. lOrf. a year, and that at the age of 35 the 
same annuity, for 5 years, may be obtained for 8*. a year. 

A few words will suffice to point out the error of such an 
arrangement. In charging the same annual payment through- 
out the duration of a diminishing risk, the office is virtually 
substituting for payments, which ought to diminish year by 
year, their average amount. Thus, by the rates above given, 
the borrower aged 30, might assure the reversionary temporary 
annuity of £42 a year for 10 years by an invariable annual 
premium of 2/. 18*. ^d. payable throughout the term of the 
assurance. It is obvious, therefore, that during the^r*^ half 
of the existence of the policy ^ or the first five years, the office 
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is receiving a premium much too small, to be in proportion 
with the risk incurred (which can be seen by comparing it 
with the rates in the example before given of diminishing 
premiums), and during the second half of the period, the 
converse takes place* 

If the assured then die in the first half, the life office must 
experience a serious loss, since it will have to pay an annuity 
for the remaining nimiber of years, towards which it will 
not have received an adequate amount of premium. And if 
he survive the first half of the period, it is clear that a direct 
incentive is ofiered to him at once to drop his assurance^ 
because the premium he would have still to pay exceeds the 
advantage yet offered by the policy in case he should die 
during the remaining half of its existence ; for, in the re- 
maining 5 years the annual premium securing £42 a year is 
still 21. I8s. 2d. But the same prospectus which we have 
quoted above states, that at 35 (his then age when 5 years 
have elapsed) a reversionary annuity of £10, can be purchased 
for 8s, a year, or the borrower can take out a new policy, 
securing £42 a year for 5 years, by an annual payment of 
IL ISs, Sd, In other words, supposing the borrower survive 
thejirst five years, he would find that by dropping his old 
policy, and taking out a new one, he could effect an annual 
saving of 1 1. 4fS. 6d. ; a matter of some consideration to persons 
whose means are limited. 

Hence, the plan of an unvarying annual premium during 
several years exposes the society to loss, and then holds out 
an inducement to the assurer to abandon his policy, as he may 
effect another at rates considerably reduced for the remaining 
term of his mortgage, a circumstance which it would be idle 
to expect him to overlook. 

196. — The simplest mode that we can suggest of obviating 
this practical diflSiculty would be to charge for the first year a 
larger premium, than for the remainder of the term : — Such 
as two years' payments to be made in advance on taking out a 
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policy. For example : The first payment would be 5/. 16ff. 6d. 
and the 8 remaining premiums each 21. I8s. 4J. The policy 
being still for 10 years. 

197. — In preparing tables on the above system for the assur- 
ance of a diminishing risk, it has perhaps been imagined that, 
because the analytical investigation produced a correct mathe- 
matical formula, by which the premiums could be calculated, 
it would still be sound if applied to practical purposes. Such 
is far from being the case in this instance, or, indeed, in many 
others of a similar kind ; and a neglect of sufficient examina- 
tion of the effect of practice applied to theory is probably the 
cause of the many unsound features of Life Assurance, which, 
from time to time, are met with in the prospectuses of 
different companies. 



Section 2. 
Life Assurance applied to Invesiers. 

198. — The preceding plans of life assurance have all had refe- 
rence only to the requirements of Borrowers in Benefit Building 
societies. The advantages to be derived from its application 
can, however, be extended in a most beneficial manner to the 
Tnvesters or non-borrowers, in such associations as are formed 
on the permanent principle suggested in Chapter IV, accord- 
ing to which an invester pays a certain monthly subscription 
for a given number of years, and, at the end thereof, receives 
the amount of the shares he holds. 

If he die previously, his family are entitled to claim from 
the building society merely the amount of his past subscrip- 
tions and whatever interest may be due upon them, according 
to the regulations usually contained in the rules. 

Now it is possible, supposing the shareholder to be an 
insurable life, to make his shares payable in full, at the end 
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of the specified term of years if he is alive, or sooner to his 
family, in the event of his previous death. In the specimen 
of a permanent society given in Chapter IV, it is stated, that 
by the payment of 13 shillings monthly for 10 years, an in- 
vester can realise a share of £100 to be received at the end of 
that time. If the principle of temporary life assurance be 
applied, which can be done with safety in a permanent Benefit 
Building society, the members of which increase in number 
every year, it is found that, in consideration of a mere trifle 
extra per month (at some ages even less than one shilling per 
cent.) in addition to the 13 shillings, the Building society 
itself would be able to undertake to pay at once to the family 
of a non-borrowing member his share in full, should he die 
before the 10 years have expired. Such an arrangement 
would be a most important boon to the industrious classes, 
whose families suffer greatly from the pecuniary loss occa- 
sioned by their unexpected death. And by a careful medical 
examination of the parties proposing to avail themselves of 
this privilege, and by a resolute rejection of all objectionable 
lives, the society might with great safety imdertake the risk 
of a member dying in the space of 10 years, or a similar 
short term. 

199. — In the presence of the existing Act of Parliament re- 
specting these associations, by which their action is much re- 
stricted, and in the absence of all superintendence on the part 
of government over their financial and general operations, the 
plan above suggested cannot be adopted ; nor would it be 
prudent to do so, even if the act permitted this or other 
modifications in their system, until some regulations are 
enforced to act as a check to the practical errors, which daily 
arise in the working of many of these societies. But it is 
probable that a permanent Benefit Building society of 
unexceptionable respectability might secure the co-operation 
of a Life assurance oflice, which would undertake the risk. 
In any case, it is greatly to be desired, that, if ever the other 
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objections and deficiencies in the Act undergo revision, some 
step will be taken for introducing, as far as may be practicable, 
into their operations the important benefits of Life assurance. 
Should that be done, to make the application equitable, the sys- 
tem of Life assurance adopted hy the Building society should 
be strictly mutual; otherwise, the limited membership of the 
subscribers, in a permanent association, would deprive them 
of a fair participation in the Profits, which would probably 
accrue to the later members. There would arise no unneces- 
sary risk therefrom, any more than in an ordinary Mutual Life 
oflSce ; and even the extra risk contingent upon the first few 
years might easily be averted by the purchase, at a small per 
centage, of the Temporary protection of an established com- 
pany. In general the mutual principle is also recommended, be- 
cause it must be considered as combining all that was wanting 
to make Life Assurance perfect ; inasmuch as it removes the 
only selfish objection to which that beneficent invention of 
science was formerly open : viz,^ that those, who live^ pay for 
those who die beforehand ; since the periodical allotments of 
Bonus, if calculated upon safe principles, tend continually to 
restore 'the balance of advantage to those members, who 
survive each division of Profits. 



Building Society shares as security for Fidelity in situations of Trust. 

200. — Instead of making the shares payable at death, in the event of a 
member's dying before the completion of his subscriptions, another valuable 
modification might be introduced. 

In consideration of a small extra payment beyond the monthly share sub- 
scriptions, the members of the Building society might mutually guarantee the 
fidelity of each other, if employed in situations where such security were 
required. Provided always, that, previously to affording such a guarantee to 
a member, due care were taken to make strict enquiry respecting his past and 
present character. 

The rates of contribution for Fidelity assurance may be ascertained from 
statistical data, which can be rendered as complete as the corresponding data 
representing the laws of mortality ; and it is plain that the payments of a 
member might be so combined, that the amount of a share could be made 
payable, at the end of the given number of years, to himself or his family, if 
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he continued honest ; at the same time that it might be made payable to his 
employer for the time being, in case he should, in the mean time, commit a 
breach of trust ; in which latter case he himself would forfeit all claim upon 
the society. 

201. — Guarantee societies have been established within the last few years 
solely to obviate the defects of suretyship by private bondsmen, a practice 
which was found to be attended with various inconveniences and objections ; — 
instances having constantiy occurred in which persons of great respectability 
were obliged to forego excellent situations, from either the great difficulty of 
obtaining security, or a repugnance to place their relatives or friends under 
the obligations involved therein. A Fidelity society, conmionly called a Gua- 
rantee society, undertakes, on the annual payment of a small sum, to make 
good, in case of default by fraud or dishonesty, any losses which may be 
sustained to an amount specifically agreed upon ; and by such means obviates 
the necessity for private sureties as well as the obligations arising therefrom, 
which often prove as prejudicial to the best interests of the employers as to 
the employed. 

To the employer the guarantee of such a society is much more valuable 
than the bond of any individual, inasmuch, as it is not liable either to doubt or 
depreciation. In large establishments, both public and private, where the 
securities are numerous and the sureties often resident in many different 
parts of the country, and known only by repute, it becomes almost impossible 
to watch over their continued existence and solvency ; and cases of default 
have frequentiy occurred when, upon investigation, it has been found that all 
the sureties have been dead or gone away for many years. 

By these means, security has been provided only for the fidelity of the em- 
ployed : but the plan of a Guarantee society is still defective, in consequence 
of its being considered virtually not to offer a sufficient discouragement to 
dishonesty. It has been felt that a pure Fidelity-policy does not even, in point 
of morality, possess the advantage afforded by private suretyship, — ^inasmuch 
as the son, to whose nature it would be repugnant, by his misconduct, to 
bring disgrace and ruin upon his relations or friend, might feel little anxiety 
as to the pecuniary loss inflicted upon a guarantee society. In other words, 
it is conceived that a disposition to fraud is not effectually checked, — the 
reflection arising, that as the rates of a guarantee society pre-suppose the 
existence of such a disposition on the part of, at least, one out of every two 
hundred of its selected assurers, the loss sustained by the society through 
such defalcation would be but the result of the " Average" 

202. — In the plan here suggested, which would be equally applicable, if not 
more so, to a Life Assurance or other Investment society, the subscribers, while 
satisfying the requirements of their employers in respect to their honesty and 
good conduct, would receive an additional stimulus from the reflection, that 
all their subscriptions would become forfeited in the event of their acting 
dishonestly. Hence, the greatest moral benefits might be expected, as the 
members of such an association would serve as a mutual check on each other. 
A new incentive to honesty would be gained ; and while a sum of money 
would guarantee the fidelity of the Invester, the mere fact of his admissibility 
to such an assurance would be a strong testimonial to his character. At the 
same time various practical regulations would^ of course, be requisite to secure 
the judicious working of this suggestion. 
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On the joint combination of Life and Fidelity Assurance in co-operation with 
the ordinary principles of Building Societies. 

203 — The methods of Life assurance and FideHty gnarontee suggested above, 
may be either adopted separately for the convenience of different members of 
the same society, or combined together in such a manner, that, while on the one 
hand, a non-borrower might subscribe, with the view of receiving his share in 
full at the end of a given term of years ; yet, in the event of his previous death 
or committing a hrea>ch of trust, the amount of his share might be made pay- 
able to his family or to his employer, whichever happened to be the case. 

In the system of a permanent building society, combining the three advan- 
tages alluded to, the rates of monthly subscription per share can be calculated, 
so as to enable the association with safety to undertake the payment of an 
investor's share in full at the end of the specified term of years, if ho be alive ; 
at the same time, that the same amount of share would be payable to his 
family in the event of his previous death, or to his employer should he commit 
a breach of trust. Great care being taken, of course, to examine his state of 
health, to see that he is a sound life, and to ascertain that his past and present 
moral character is free from stain or reproach. 

204. — The adoption of the important considerations, which form the subject 
of the latter articles of this chapter, would necessarily introduce some compli- 
cation into the affkirs of a Building society ; but it should be borne in mind, 
that the scope and consequent prosperity of all institutions of this kind depend 
upon the variety of the cases, to which their provisions are adapted ; and 
that, while a society might offer all, or any of, the advantages we have enu- 
merated to those among its members, whose situation might render them 
desirable, there is no reason why the adoption of either guarantee or life 
assurance should be made compulsory on other members, who have no occasion 
for them. One man may wish to assure his life ; another may stand in need of 
security for his honesty ; a third may require both the one and the otiier ; and 
a fourth may be so circumstanced as to have no occasion for either. The 
several cases we have supposed are, in reality, those not of individuals but of 
separate classes, to each of which the same society may offer the advantage 
suited to their own peculiar requirements, and, by thus multiplying its mem- 
bers, increase its stability and diffuse its benefits. 

[The suggestions, advanced above respecting the Combination of the risks of 
Life and Fidelity Assurance in one Policy, have been recentiy adopted 
(without reference to the Building Society question) by several new Compa- 
nies, which have been formed specially for that object.] 



CHAPTER IX. 



THE ACT FOR THE REGULATION OF BENEFIT BUILDING 
SOCIETIES. 6 & 7 WILLIAM IV. Cap. 32. 14th JULY, 1836. 



TTith observations and legal decisions. 



Art. 205.— Whereas certain societies, commonly called Building 
Societies, have been established in different parts of the kingdom, 
principally amongst the industrious classes, for the purpose of 
raising by small periodical subscriptions a fund to assist the mem- 
bers thereof in obtaining a amall freehold or leasehold property ; and 
it is expedient to afford encouragement and protection to such 
societies and the property obtained therewith. Be it, therefore, 
enacted by the King's most Excellent Majesty, by and with the 
advice and consent of the Lords spiritual and temporal, and 
Commons, in this present Parliament assembled, and by the autho- 
rity of the same. That it shall and may be lawful for any number 
of persons in Great Britain and Ireland to form them- 
societies sclvcs into and establish societies for the purpose of 

may be es- 
tablished for raising, by the monthly or other subscriptions of the 

the purchase 

or erection of several members of such societies, shares not ezceedin&f 

dwelling ' ® 

houses. the value of one hundred and fifty pounds for each 

share, such subscriptions not to exceed in the whole 
twenty shillings per month for each share, a stock or fund for the 
purpose of enabling each member thereof to receive out of the 
funds of such society the amount or value of his or her share or 
shares therein, to erect or purchase one or more dwelling house or 
dwelling houses, or other real or leasehold estate to be secured by 
way of mortgage to such society, until the amount or value of his 
or her shares shall have been fully repaid to such society with the 
interest thereon, and all fines or other payments incurred in respect 
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thereof, and to and for the several members of such society from 
time to time to assemble together, and to make, ordain, and consti- 
tute such proper and wholesome rules and regulations for the 
government and guidance of the same as to the major part of the 
members of such society so assembled together shall seem meet, so 
as such rules shall not be repugnant to the express provisions of 
this act and to the general laws of the realm, and to impose and 
inflict such reasonable fiues, penalties, and forfeitures upon the 
several members of any such society who shall offend against any 
such rules, as the members may think fit, to be respectively paid to 
such uses for the benefit of such society as such society by such 
rules shall direct, and also from time to time to alter and amend 
such rules as occasion shall require, or annul or repeal the same, and 
to make new rules in lieu thereof, under such restrictions as are in 
this act contained; provided that no member shall receive or be 
entitled to receive from the funds of such society any interest or 
dividend, by way of annual or other periodical profit upon any 
shares in such society, until the amount or value of his or her share 
shall have been realized, except on the withdrawal of such member, 
according to the rules of such society then in force. 

II. And be it enacted. That it shall and may be 

Bonus, &c., ^ •' 

not to be lawful to and for any such society to have and receive 

usunouB. '' "^ 

from any member or members thereof any sum or sums 
of money, by way of bonus on any share or shares, for the privilege 
of receiving the same in advance prior to the same being realised, 
and also any interest for the share or shares so received or any part 
thereof, without being subject or liable on account thereof to any of 
the forfeitures or penalties imposed by any Act or Acts of Parlia- 
ment relating to usury. 

III. And be it further enacted, That ifc shall and 
be^made^to ^^X ^^ lawful to and for any such society, in and by 
foras'of *^® ^^^^^ thereof, to describe the form or forms of con- 
conveyance, veyaucc, mortgage, transfer, agreement, bond, or other 

instrument which may be necessary for carrying the 
purposes of the said society into execution ; and which shall be spe- 
cified and set forth in a schedule to be annexed to the rules of such 
society, and duly certified and deposited as herein-after provided. 
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IV. And be it further enacted, That all the provi- 
FriJJdfy 80^ sions of a certain Act made and passed in the tenth year 
10 G*^!"*! c! 0^ *^® ^^S^ of His late Majesty King George the Fourth, 
w.4"c*4o,^ intituled. An Act to eonsolidate and amend the Laws 
SSr Actf ^ relating to Friendly Societies^ and also the provisions of 
a certain other Act made and passed in the Fourth and 
Fifth years of the Reign of His present Majesty King William 
the Fourth, entitled. An Act to amend an Act 0/ the tenth year of 
his late Majesty King George the Fourth^ to consolidate and amend 
the Laws relating to Friendly Societies^ so far as the same, or any 
part thereof^ may be applicable to the purpose of any Benefit 
Building society, and to the framing, certifying, enrolling, and 
altering the rules thereof, shall extend and apply to such Benefit 
Building society and the rules thereof, in such and the same 
manner, as if the provisions of the said Acts had been herein 
expressly re-enacted. 

V. And be it further enacted. That it shall be lawful 
Receipt en- for the trustees named in any mortgage made on behalf 

doned on 

mortgage to of such socictics, or the survivor or survivors of them, 

be sufficient 

dischaxge or for the trustees for the time being, to endorse upon 

without re- . 

conveyance. any mortgage or further charge given by any member 
of such society to the trustees thereof for monies ad- 
vanced by such society to any member thereof, a receipt for all 
monies intended to be secured by such mortgage or further charge, 
which shall be sufficient to vacate the same, and vest the estate of 
and in the property comprised in such security, in the person or 
persons for the time being entitled to the equity of redemption, 
without it being necessary for the trustees of any such society to 
give any reconveyance of the property so mortgaged, which receipt 
shall be specified in a schedule to be annexed to the rules of such 
society, duly certified and deposited as aforesaid. 

VI. Provided always, and be it further enacted, 
SoriMin- '^^^ nothing herein contained shall authorize any 
fundslS* ^^ Benefit Building society to invest its funds, or any part 
lankf thereof, in any savings bank, or with the Commissioners 

for the reduction of the national debt. 
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VII. And be it further enacted, That all Building 
aS to*ei- societies established prior to the first daj of JunSj One 
i^itoSi- thousand eight hundred and thirty-six, shall be entitled 
priOT toJunc, *o the protection and benefits of this Act, on their 

present rules being duly certified and deposited as 

directed by the said recited Acts ; and no such society 
shall be entitled to the benefits of this Act until their rules shall 
have been so certified and deposited ; and that no such society shall 
be required to alter in any manner the rules under which they are 
now respectively governed. 

YIII. And be it further enacted, That no rules of 
Jxemptton ^uy such society, or any copy thereof, nor any transfer 
duties. Qf auy share or shares in any such society, shall be 

subject or liable to or charged with any stamp duty or 
duties whatsoever. 

IX. And be it further enacted, That this Act shall 
PubUcAet. be deemed a Public Act, and shall extend to Great 

Britain^ Ireland^ and Berttieh-upon^TtDeed ; and be 
judicially taken notice of as such by all judges, justices, and other 
persons whatsoever, without the same being specially shown or 
pleaded. 

General Observations. 

206. — The preceding Act contains many imperfections, 
which may be stated briefly thus : — 

I. The limit of the shares is fixed, without any apparent 
cause, at £150, and of the subscriptions at £1 per share per 
month, although, as far as the members are concerned, the 
correctness of the ratio of their subscriptions to the amount 
of the shares is all they have to do with ; and there is no 
reason, why the amount of the shares should not be at dis- 
cretion, provided the subscriptions are fixed in corresponding 
proportion. 

Some doubt has arisen as to whether it may not have 
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been intended by the Act that a member's interest in a 
society should be limited to £150 ; but this seems improbable, 
as in that case no society would be of any practical service, 
isince it would scarcely enable a member to purchase a house by 
means of an advance. For, in general, the greatest present 
value advanced on shares of the amount of £150 in ter- 
minating societies would be only £75 or £80, and with so 
small a sum scarcely a hovel could be purchased. 

In the case of Morrison v. Glover, 19 Law J. Rep. (N.S.) 
Exch. ^0, 21 Nov. 1849, it was held that a member may 
hold more than £150 worth of shares. 

207. — There is no provision in the Act for societies 
borrowing money ; and, although the Registrar, until lately, has 
certified Rules with such a power ; yet it has been considered 
that it was not the intention of the legislature that societies 
should pledge the credit of their members for money bor- 
orwed, even for the extension of its business. 

There is no reason, however, why the shares of the same 
society should not be of various amounts ; and the following 
clause, which we have prepared, enables Deposits to be re- 
ceived, whereby loans would be rendered unnecessary: — 

^' The shares shall be of the ultimate value of £ each, 

realizable by a monthly payment of , and of such other 

amounts, and realizable in such periods of years, and in consideration 
of such single or periodic payments, as the Board of Directors may, 
from time to time, deem fit." 

It will be observed that the deposit receipts, being in the 
form of Paid-up or Realized shares, the restriction of Section 
1 of the Act, Art. 205, as to the payment of dividends, is met.. 

By way of example :— Suppose £25 to be tendered to a 
Building Society on deposit for the term of three years at 4i 
per cent, interest, the Society would issue a Paid-up Share 
Receipt for £25, reciting that it was withdrawable at the end 
of the agreed period, but bearing interest in the meanwhile at 
4J per cent, by way of Bonus. 
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208. — By the words "freehold or leasehold property, or 
other real estate," inserted in the introductory part of this 
statute, it follows that copyhold property, which is compre- 
hended in the term " real estate," may be acquired and 
enfranchised through the instrumentality of Benefit Building 
Societies. We recommend our readers to examine the plan, 
which we have devised for the Enfranchisement and improve^ 
ment of Copyhold and Church leasehold property, by the 
formation of Copyhold Enfranchisement Societies, registered 
under the Building Society Act. (See Division IIL of 
the Treatise, new edition, advertisement at back of cover of 
this work.) 

209. — Mortgages to a society are free from Stamp Duty. — 
By section 37 of the 10th G. 4, c. 56, Bonds and other secu- 
rities and assurances, given to or on account of any Friendly 
society, and any instrument or document required, or autho- 
rised, to be given, or made, to or by any Friendly Society, are 
expressly exempted from any stamp duty whatever ; and by 
the combined operation of this clause and the 4th section of 
the Building Societies Act, all mortgages made to the trustees 
of Benefit Building Societies are freed from stamp duty. 

210. — Income Tax. — A society is liable to pay income-tax 
upon its profits, that is to say, on the interest part of the re- 
payments of borrowing members, but not upon the other 
receipts, as they form the working capital of the association. 
It should be remembered, however, that if a society pay 
income-tax on such of its receipts as arise from interest, a 
corresponding deduction must be made, at the close of the 
society or a person's membership, from the amount of his 
share then due ; the deduction affecting that portion of the 
full share which represents the accumulations from interest. 

211. — Minors. — From the circumstance of the 32nd sec. 
of Stat. 10 Geo. IV., cap. 56, authorizing minors to become 
members of friendly societies, infants may also become members 
of societies established under the Building Society Statute, 



146 OBSERVATIONS ON THE LAW OF 

6 & 7 Wm. lY,, cap. 32, and enjoy all the advantages derivable 
therefrom, as investors or depositors, but they cannot enter into 
obligations as borrowers or mortgagees, until they attain their 
majority. And ^'although an infant hath capacity to pur- 
chase, yet, at full age he may agree thereunto, and perfect 
it, or, without any cause to be alleged, waive or disagree with 
the purchase." 

212. — Building societies may lend money for the purpose 
of redeeming existing mortgages, or to meet any other 
exigencies of a member, on the security of a house or property 
already in his possession. Such security would be within the 
21st section of 10 Geo. IV., c. 56, and, therefore, vest in the 
crustees or treasurer for the time being, although the property 
was in his possession long before the date of his advance. 
(See cases of Outbill v. Kingdom, 1 Exch. Rep. 494 ; 17 Law 
J. Rep. N.S. Exch. 177 ; and Morrison v. Glover, 19 Law J. 
Rep. N.S. Exch. 20, 21 Nov. 1849.) 

213. — It is expedient that the Rules should provide 
that, on the death or removal of any Trustee, the resolution, 
appointing a new trustee should be duly enrolled with the 
Registrar. Unless this be done, it will be very difficult to 
prove to the satisfaction of a purchaser, in case of any future 
sale or raising of money by the member, that the persons who 
signed the receipt on the mortgage deed were the then 
trustees of the society. 

214. — The Redemption and Foreclosure clauses should be 
framed with great care, so as to define the exact mode, in 
which the amount to be claimed of a borrower in redemption 
of his mortgage shall be calculated, and as to whether he is to 
participate in the profits of the society. Nine out often of the 
law suits of Building Societies have been in connection with 
disputes as to the amount to be charged on redemptions. 
The remarks on this subject of Vice-Chancellor "Wood, in 
the case of Fleming v. Self (April, 1854), and those of the 
Lord Chancellor Cranworth, before whom the case afterwards 
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came (July, 1854), are full of instructive information. They 
confirm the views we have advanced in Art. 60, as to liability 
of borrowers to continue their subscriptions in a terminating 
society, until the investors' shares are realized. 

215. — A Joint Stock Company cannot become a member 
of a Building Society (Dobinson v. Hawks, 16 Sim. 407, 20 
Nov., 1848), where it was held that a number of persons 
forming a Joint Stock Brewery Company could not be 
members of a Building Society. 

216. — The course of proceeding necessary to be adopted to 
obtain the Enrolment of the JRules of the intended Society, is 
as follows : — 

Two copies of the rules, written (or printed) on paper or parch- 
ment, signed by three members and a clerk or secretary, must be 
sent (with the fee of one guinea) to the registrar of friendly societies 
in England, Scotland, or Ireland, as the case may be, for the purpose 
of ascertaining whether the rules are calculated to carry into effect 
the intention of the parties framing them, &c., and are in conformity 
to law, and the provision of the statutes in force relating to such 
societies ; and the registrar is to give a certificate on each of the said 
copies, that the same are in conformity to law, and to the provisions 
of the statutes in force relating to such societies, or point out in 
what part or parts the said rules are repugnant thereto. The regis- 
trar is to return one of the copies to the society, and keep the other, 
and the rules may he legally acted upon from the time when the same 
are certified hy the registrar, (4 & 5 W. lY., c. 40, s. 4; and 
9 & 10 Vict. c. 27, 8. 12.) 

If any alterations or amendments are at any time made in such 
rules, the same course must be pursued ; and an affidavit of the clerk 
or secretary, or one of the officers of the society, that the provisions 
of the Acts under which the rules have been enrolled have been 
complied with, must also be transmitted. The affidavit should be 
in the following form :— 

/, , of , the clerk {or secretary^ or one of the officers) 

of the society^ held at , in t/ie county of , make oath 
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and say, that in the making the alterations (^or amendments) in the 
rules of the said society^ the provisions of the Act under which tlie 
rules of the said society are enrolled have been duly complied with. 

Sworn this day of — ^ 18 — , \ 

before me i 



A Justice of the Peace acting for 



217. — ^The fee payable to the registrar for his certificate is one 
guinea, but he is not entitled to a fee in respect of any alteration or 
amendment of any rules upon which one fee has been already paid 
within the period of three years, nor for any certificate to rules, &c., 
which are copies of any that have been certified by him, and duly 
enrolled. (4 & 5 W. IV , c. 40, ss. 4, 5.) 

218. — Besides being exempted from the operation of the Joint 
Stock Companies Registration Act, a Benefit Building society, by 
haying its rules duly enrolled, derives many other benefits ; for— 
1st. — ^The rules are binding, and may be legally enforced* — (10 
Geo. IV, c SQ, s. 8.) 

2nd. — Protection is given to the members, &c., in enforcing 
their just claims, and against any fraudulent dissolution of the 
society, (s. 26.) 

3rd. — The property of the society is declared to be vested in the 
trustee or treasurer for the time being, (s. 21.) 

4th. — ^The trustee or treasurer may, with respect to property of 
society, sue and be sued in his own name, (ib.) 

oth. — Fraud committed with respect to property is punishable 
by justices, (s. 25.) 

6th. — Disputes, in certain cases, are to be settled by reference 
to justices, or arbitration, whose order, as awarded, is final. 
(8. 27.) 

7th.— -Priority of payment of debts, in case an officer, &c., of 
the society become bankrupt, insolvent, has an execution, &c. 
against his property, or dies. (4 & 5 Wm. IV., c. 40, s. 12.) 

8th. — In case of death of members, payment may be made of 
sum not exceeding £20, without the expense &c., of obtaining 
letters of administration. (10 Geo. IV., c. 56, s. 24.) 
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9th. — Members are allowed to be witnesses in all proceedings, 
criminal or civil, respecting property of the society. (4 & 5 Wm. 
lY., c. 40, s. 10.) 

Lastly. — No re-conveyance of the mortgaged property is neces- 
sary on the termination of the society, or on repayment of the 
money advanced. (6 & 7 Wm. lY., c. 32, s. 5.) It is also 
exempt from the operation of the Joint Stock Companies Winding- 
up Act, 1848, the 11 & 12 Yic, c. 46, for, by the second section 

of that Act, it is enacted, '^ That all Benefit Building societies, 
other than such as are duly certified and enrolled under the 
statute in force respecting such societies, shall be liable to the 
operation of this Act. 

219. — Respecting Arbitration see Art. 78. 

220. — In addition to the pow^r given to the members to alter, 
amend, annul, or repeal the rules, and make new rules, the 10 
Geo. lY. c. 56, s. 9, enacts, '' that no rule shall be altered, re- 
scinded, or repealed, unless at a general meeting of the members, 
convened by public notice, signed by the secretary, or president, or 
other principal officer or clerk of such society, in pursuance of a 
requisition for that purpose, by seven or more of the members of 
such society ; the requisition and notice to be publicly read at the 
two usual meetings to be held next before such general meeting ; or 
unless a committee shall have been nominated for that purpose at a 
general meeting convened in manner aforesaid, in which case the 
committee may make such alterations or repeal ; and unless such 
alterations or repeal shall be made with the concurrence of three- 
fourths of the members present at the general meeting, or by three- 
fourths of the committee." 



AS TO VOTING FOR MEMBERS. 



221. — As regards the qualification to Vote for Members of Par- 
liament^ the 8 Hen. YI., c. 7, limited the right of 
Coratiw^ voting for counties to persons possessing free land or 
tenement of the yearly value of 40*. It is doubtful whether 
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befoie this siatuie the right extended to all freemen, or only to free- 
holders. Dalton says, that *^ by the common law, aU 
Fredudden ^^ freemen of England had a voice in the election of these 
** knights within the connties where they dwelt." And 
Pr3mne says, ^ every inhabitant and commoner in each connty had 
*^ a voice in the election of knights, before 8 Hen. YI., whether he 
'^ was a freeholder or not." That statute ordains and establishes 
that knights of the shires, or Members of Parliament in England, 
shall be chosen by people, whereof every one of them shaU have free 
land or tenement to the valtte of forty shillings hy the year at the least 
above all charges. 

This enactment is the foundation of the present law, as regards 
the right to vote by 40s. freeholders in counties. 

222. — The words free land or tenement^ mean an estate in lands or 
tenements of ^«e^^ tenure. It is something more than 2^ freehold^ 
which includes any estate of* an uncertain determination, and may 
exist in lands subject to customary services, and therefore of a hase^ 
and not freehold tenure^ although a freehold interest. It was not 
until the passing of the Reform Act, 2 Wm. lY., c. 45, 
CopyhoideiB. that copyholders and customary freeholders had the 
right to vote. By the 19th section of that Act, per- 
sons seized of land or tenements of copyhold, or any other tenure 
whatever, are entitled to vote ; but the estate must be of the clear 
yearly value of ten pounds. 

By the same Act, the right of freeholders to vote 
FrechoideTB I3 continued, with the reservation, that if the claim is 

for life. ' ' 

in respect of any freehold lands or tenements, whereof 
such person may be seized for his own life, or for the life of another, 
or for any lives whatsoever, he shall be in the actual and bond fide 
occupation of such lands or tenements, or the same shall have come 
to such person by marriage settlement, devise, or promotion to any 
benefice or office, or the same shall be of the clear yearly value of 
not less than ten 'pounds above all rents and charges. 

223.— -The 7 & 8 Wm. III., c 25, s. 7, enacts that no person 
M^rt^'eea. ^^ ^® allowed to have any vote in elections, for or by 

reason of any trust estate, or mortgage, unless such 
trustee or mortgagee be in actual possession or receipt of the rents 
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and profits of tlie same estate ; but the mortgagor, or cestuique 
trusty in possession, shall vote for the same estate, notwithstanding 
such mortgage or trust; and all convejuneeg of any messuages, 
lands, tenements, or hereditaments, in any county, city, borough, 

town corporate, port, or place, in order to multiply 
Conyeyances voiceSy OT to split and divide the interest in any houses or 
voices Toid. londs among several persons^ to enable them to vote at 

elections^ are declared to be void, and no more than one 
single voice shall be admitted for one and the same house or tene- 
ment. 

224. — ^The 18 Geo. II. c. 18, s. 5, enacts, that no person shall 
vote in such election, without having a freehold estate in the 
county, of the clear yearly value of 40s. over and above all rents and 
charges, payable out of or in respect of the same ; or without having 
been in the actual possession, or in receipt of the rents and profits 
thereof, for his own use above twelve calendar months, unless the 
same came to him within that time by descent, marriage, marriage 
settlement, devise, or promotion to a benefice in a church, or by 
promotion to an office ; or in right of any freehold estate which was 
made or granted to him fraudulently on purpose to qualify him to 
give his vote ; or should vote more than once at the same election 

under penalty of 401. and costs of suit. The 6 Vic. c. 
Mortgagee. 18, s. 7^, euacts that no mortgagee of any lands or 

tenements shall have any vote in the election of a 
Member of Parliament, at which freeholders have the right to vote, 
for or by reason of any mortgage estate therein, unless he be in the 

actual possession or receipt of the rents and profits 
Mortgagor. thereof; but that the mortgagor in actual possession or 

in receipt of the rents and profits thereof shall and may 

vote for the same, notwithstanding such mortgage ; and 
that no trustee of any lands or tenements shall in any case have a 
right to vote in any election for or by reason of any trust estate 
therein ; but that the cestuique trust in actual possession or in 
receipt of the rents and profits thereof, though he may receive the 
same through the hands of the trustee, shall and may vote for the 
9ame, notwithstanding such trust. 
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JWe 3 Wb. IV. c 45, s. 20, fsimdfs 



kmi^ a kasliold isteical of tlie iimiI Taliie of 1(V. 
fertile teni ciaiMty femrt; or of the anmal nhie of 
tem of Uc€mtjf 9^""^ "^ CBthkd to lie i ^ ;igfcCTe d as 



235 — Bj tbe maatt a c ct ioB, it k enacted tliat ereij person who 
shall oempj- as tenant, aaj luids or tenements for 
which he is htma fide fiaUe to a jeadj rent of not less 
than 5CV. shall be entitfed to Tote. 
— The foregoing is a dioit anrnmaiy of those qoafifications to 
Tote for ManbcES of P^u&unent for eonnties^ whidi are likdj to be 
obtained through the instmrnentafitj of Benefit Boilding, Freehold 
Land, and other sniilar societies. As» however, qualifications to 
▼ote fiir Membcis for cities and boronghs may be obtained through 
the instromentalitjr of those societies^ it will be as weQ to state the 
nature of the qualification wludi can be so obtained. 

The right to vote fiv cities and boiongfas under the 2 
Voters far Wm. IV. c 45, is, bj s. 27, given " to every peison of 
^^^ ^' fun age» and not subject to any l^al incapacity, who 

^' shall occupy, either as owner or tenant^ any house, 
warehouse, counting-house, shop, or oih« building, being either 
separately, or jointly with any land occupied therewith by him as 
^' owner, or occupied by him therewith as tenant, under the same 
"" landlord, of the clear yearly value of 10^.* 

The elective franchise is possessed and obtained by other means, 
which need not be described here, because these societies will not be 
affected by those provisions. 

^27. — In conclusion, we may remark that, in the event of 
a new Act for Benefit Building Societies being introduced 
into Parliament, the following points are deserving of consi- 
deration : — 

1. — Power for Building Societies to amalgamate with 
each other, or for one society to transfer its business to 
another. 

2.T-Provision for the Registrar, or other suitable party 
selected by the Society, to act as Receiver of the Re- 






^■1 
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payments of the unexpired mortgages of any Society, 
which it is considered desirable should be dissolved. 

3. — The restriction of £1 a month and £150 amount of 
shares to be rescinded. 
Powers are also required : — 

4. — To permit of a Society changing its seat of business 
from one county to another. 

5. — To allow of advances being made on security, which 
consists collaterally, or in part, of personal sureties, or 
of Policies of Life or other Assurance. 

6. — To permit of Land being bought in the gross by a 
Society, for division at wholesale prices among the members, 
— ^see remarks in Chapter II., Part 2, of this Division, on 
Freehold Land Societies. As such buying of Land is not 
contemplated by the Building Societies' Act, the Directors 
of Land Societies are obliged to incur the personal risk 
of purchasing themselves, and of trusting to subsequent 
allotments among the members ; thus opening the door to a 
strong temptation to the Directors to make a personal 
profit by adding a margin, before division, to the wholesale 
cost. 

7. — To permit of Suburban Villages being erected on 
Land so purchased, for allotment among members desirous 
of purchasing Freehold Cottages ; and to permit of 
school-rooms, &c., being erected at a cost to be divided 
proportionately among such members. 



The reader who is desirous of more detailed information on 
the Law of Benefit Building Societies^ should consult the 
three admirable Legal Treatises by William Tidd Pratt, 
Esq,^ and John Thompson, Esq., Barristers-at-Law, and 
William Stone, Esq., Attorney-at-Law, 



PAET II 



V 



PART II. 

On the general principles of AssociatumB for Land Investment exemplified 
in the cam of FREEHOLD LAND SOCIETIES, BUILDING 
COMPANIES, and SUBURBAN VILLAGES, <&c., dtc, ; oho on 
the application of LIFE ASSURANCE and the TONTINE principle to 
the purchase of FREEHOLD property at Home and in the Colonies; 
with suggestions for the establishmerU of BENEFIT EMIGRATION 
SOCIETIES. 

CHAPTER I. 

FREEHOLD LAND SOCIETIES. 

Art. 1. — The same principle of co-operation and mutual 
assistance, upon which we have shewn Benefit Building 
Societies to be based, may be applied, in various ways, to 
the formation of other institutions, tending to improve the 
condition of the industrious classes, or presenting profitable 
modes of investment both for the savings of persons of limited 
income, and for the capital of great money holders. In this 
and following Chapters it is not our intention to notice, 
categorically, the numerous schemes which have lately been 
formed, or are now in contemplation, upon this principle, nor 
to enter fully into their merits and defects; but, we hope 
that, by selecting from among them a few specimens, and by 
embodying, in the description of each, the general character- 
istics of the class to which it belongs, there will be sufficient 
to enable the reader to apply the reasoning adduced in Part 1, 
and to judge for himself of the merits of any new institution, 
the features of which are not exactly enumerated. 

2. — In every Land Investment Society, there are usually 
the two classes, as in the Benefit Building Societies, who 
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have in view distinct objects, which, diversified perhaps in 
their smaller details, form the basis of each association. 

Among the candidates for attention, stand first in import- 
ance, numerous associations, which have recently come into 
existence under the name of ** Freehold Land Societies ;" at 
the same time that they tacitly subjoin the more modest 
appellation of Benefit Building Societies, and adopt similar 
Rules in their formation, for the purpose of being registered 
as participators in the privileges of the Act of Parliament 
relating to the latter institutions. Their chief object is 
acknowledged to be the extension of the elective franchise* 
within the present limits of the constitution. The purchase 
of property, until quite lately, being merely a secondary 
consideration, or rather a means to the attainment of the 
political end. 

3.— These institutions have, therefore, as might be expected, 
received the support, and occupied the attention of some of 
the most active political economists of the present time. . In 
consequence, however, of the difference between their mode 
of operation, and that of Benefit Building Societies, they can 
hardly be said to have any right to come within the provisions 
of the Act of Parliament by which the latter are regulated ; 
and, by several leading authorities, it is held that serious 
legal dilSculties are still likely to arise in the completion of 
their political purpose. They are, nevertheless, daily becoming 
more and more important, and increasing in popularity. 

4. — Their object is simple enough, and easily understood. 
Proceeding on the principle, that land, when sold in the gross, 
fetches a lower price, per acre, than when sold in small portions, 
particularly in the vicinity of large towns, these societies 
purchase, with money obtained from external sources, succes- 
sively, considerable estates, and divide the same among the 
members in allotments sufficiently large to constitute 40*. 

[* See Chapter 9, Part I, for details relating to the Law of Voting.] 
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freeholds. They undertake in this maimer to enable persons 
vfith limited means to become county voters at a moderate 
expense. The estimate, upon which they proceed, is, that 40«* 
freeholds may thus be acquired at a price, which any skilled 
artizan in steady employment may accomplish in the course of 
5 or 6 years (the time usually mentioned) by laying aside Is. 6d, 
a week out of his wages for that purpose. It is obvious that, 
if this assumption be correct, (into which we will shortly 
examine,) a number of persons contributing to a joint stock 
fund would speedily raise sums large enough to purchase 
considerable estates ; and the members might, from time to 
time, be put in possession of freeholds, on paying up the 
whole price, if they are able to do so out of their previous 
savings, or by giving a mortgage on the property, to be paid off 
by their periodical subscriptions as instalments. The scheme 
vras first tried in Birmingham in a society formed by Mr. J. 
Taylor of that town. The workmen there had heard of the 
efforts of the Anti-Corn Law League to carry South Lanca- 
shire by registering as many of their members as could be 
persuaded to purchase 40«. freeholds. The average price of 
such freehold was separately £70 ; and it occurred to them, 
that, by combining the principles of accumulating a consider- 
able fund through moderate weekly subscriptions, with that of 
buying land at a wholesale cost, and by dividing it in allotments 
to subscribers at the same price, 40«. freeholds might be 
brought within the reach of workmen, or at least of the sober 
and steady members of the skilled artizan class. Persuading 
others to join them, and securing the countenance and co- 
operation of several members of Parliament, the first Freehold 
Land Society was founded in the town of Birmingham in 
1847. 

5. — Its very first purchase has been referred to as an 
instance of the advantage of co-operation. The whole of an 
estate, for a portion of which, of sufiicient size to be suitable 
for a single house, the owner declined to take less than 3*. id. 
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per yard, was actually bought for a sum, which enabled the 
society to convey it in lots to its members at Is, Id. per yard. 
These lots are said to have, thus, cost the new owners about 
£19 each ; and many have erected dwelling houses upon them, 
while others are stated to have let theirs upon building leases, 
at a rent more than sufficient to give them the firanchise. 
The rules of the society were certified on the ^th of 
December 1847, and at the end of the first year, its report 
announced, that the society had established six indepen- 
dent associations, viz., in Dudley, Stourbridge, Coventry, 
Worcester, Wolverhampton, and Stafford, in which ^,108 
members had subscribed for ^,837 shares; and that in 
Birmingham alone the subscriptions amounted to £500 per 
month. It was added that, the society had purchased an 
estate for £3,700, which had been allotted to 195 members ; 
and " that the directors were proceeding to purchase others, 
which would give a preponderating influence in the elections 
of South Staffordshire and North Warwickshire." 

6. — The impulse given by this remarkable success was so 
great, that, ere the termination of the second year, it was 
found advisable to hold a great conference at Birmingham, in 
order to organise a plan of general union and co-operation 
amongst the numerous associations which had sprung up. 
At this conference there were present numerous members of 
Parliament, and delegates from societies in London, Coven- 
try, Wolverhampton, Leeds, Doncaster, Wrexham, Barnsley, 
Darlington, Halifax, Hertfordshire, Gloucester, Bradford, 
Stourbridge, and Derby, &c. It now appeared that in 
Birmingham alone £15,000 had been subscribed, and four 
estates purchased; £^,500 being taken up by 1,800 sub- 
scribers. 

In Derby 1,000 shares were reported £ts subscribed for by 
700 individuals, chiefly of the working classes; and £700 
paid up. In Leicester, although the society was only three 
months old, there were 400 subscribers for as many shares. 
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A National Freehold Land Society was reported as established 
in London^ having 750 members subscribing for 1,500 shares, 
with £1,900 already paid up. In Marylebone 830 shares had 
been subscribed for since July 1849. In Wolverhampton 
they had 750 members, and had purchased two estates at a 
cost of £10,780, by which, in their eageniess to join, the 
shares had gone up to £10 premium (with how little just 
cause the reader can easily imagine). In Stourbridge, with a 
population not exceeding 8,000, the society had already 250 
members subscribing for 298 shares. 

Such were the facts laid before the conference, testifying 
the extraordinary rapidity with which these societies were 
spreading ; and up to the present time they manifest unabated 
increase.* 

7. — The business discussed at the meetings of. the con- 
ference was the construction of the rules of the associations ; 
the formation of a central association of members and friends 
of the movement, irrespective of their societies; and the 
publication of a paper' under the name of the " Freeholder,*' to 
be devoted expressly to the advocacy of the object in view, 
and to be a record of legal decisions affecting their interests, 
and of other details relating to its progress. Considerable 
discussion arose with respect to the formation of a central 
conmiittee ; it was at once evident, that no national machinery, 
by which the various local societies would be regulated and 
govemedj would be possible even if desirable. The practical 
experience of one of their most able supporters, Mr. Cpbden, 
M.P., suggested the formation of an executive committee with 
a paid secretary, to whom questions could be communicated 

\* From the time of the first conference at the end of 1849» fifty new Freehold 
Land Societies were formed, in less than six months, in other leading towns. 
The total number of members, in all the associations, amounted to 14,281 
subscribers, for 20,475 shares. A later return, to October 1850, states, that 
there were then eighty societies in operation, with numerous branches : and 
that the sura of ^^170,000 had been contributed upon 30,000 shares of the 
ultimate value of nearly one million of money.] 

M 
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and information addressed ; and by whom meetings would be 
organised^ lecturers appointed, and the publication of the 
paper superintended ; and, in fact, who would discharge all 
duties analogous to those performed by the executive com- 
mittee of the late League. 

It was therefore decided, that a committee of the Bir- 
mingham Society, with power to add to their number, should 
form the central executive ; the functions of which should be 
strictly confined to giving information and aid to local 
societies, and to the promotion of the general progress of the 
movement by the dispatch of skilled emissaries. 

These interesting details are adduced as evidence of the 
energy, with which these associations are being conducted ; and 
the source, whence they are collected, is such, that there exists 
no reason for doubting their accuracy. 

8. — Apart from other considerations, if the basis of each 
society were carefully constructed, the movement might be 
productive of good; and, if extensively taken up by the class of 
small retail dealers, employes, and the superior class of work- 
men, it will not only add to the county constituencies a large 
number of independent voters, but it will bring within the 
pale of the Constitution, and reconcile to it an important 
class of the people. The principle of co-operation adopted 
may transfer to the body of members the advantages, which 
single proprietors have hitherto possessed, and may, thus, 
enable the many to participate in benefits, which have been 
hitherto enjoyed by the few. It will also occur to every 
reflecting person that, whatever be the peculiar political tenets 
of the individuals who thus obtain the right of voting, incal- 
culable advantage cannot fail, by reaction, to accrue to the 
country at large, from the vast increase, which will arise, in the 
number of men, who will be personally interested in the 
preservation of order and tranquillity in the land,, in which 
they will have acquired a pecuniary interest ; nor should the 
moral influence be overlooked, which the movement is likely 
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to exert^ in its tendency to create and foster systematic habits 
of sobriety and self-denial. 

In the words of a distinguished writer in reference to 
another class of associations^ it may be said, that there can be 
no doubt of the soundness of the policy, which would en- 
courage every class to seek to obtain a share in the artificial 
system of property upon which this country depends. At 
present the property of a labouring man is all tangible, and 
immediately at hand. It would not be a great wonder, if he 
were found to have no clear opinion of the rights of a land^ 
lord, a fundholder, a mortgagee, or an annuitant. But, if he 
were himself in possession of any of those claims, which, by 
means of the Law, can be created, enforced, or transferred, in 
virtue of the possession of a bit of paper ; still more, if the com- 
fort of his old age were connected with the legal tenure of his 
past earnings, he would, then, be interested in the continuance 
of that system by the share of it which belonged to himself. 

Other eminent men* have remarked to a similar effect, 
that the object of increasing the number of freeholders at a 
county election is not an object against law, or morality, or 
sound policy ; on the contrary, that the increasing of the number 
of persons, who enjoy the elective franchise, has been held 
by many to be beneficial to the Constitution, and certainly 
appears to have been the essential object of the legislature in 
passing the late Act for Amending the Representation of the 
People. Also — 

That a conveyance of land by a vendor to one or more 
vendees for a bonll fide consideration is valid, although the 
avowed object of the vendor U to multiply, and that of the 
vendees to acquire, the right of voting. 

Again, " When a working man has saved sufficient to buy 
a freehold, surely there is no person, who will not say, that 

* Lord Chief Justice Tindal, in judgpient-i-Cottre of Common Pleas, 29th 
January, 1846. 

. M 2 
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be is glad to see him thus employing the fruits of his industry 
and frugality."* 

9. — ^But, though the promoters may be sanguine as to the 
ultimate results of their scheme, on account of the present 
apparently flourishing position of many of the existing 
Freehold Land Societies, when measured alone by the great 
number of shares subscribed ; yet care does not appear to be 
exercised, to prevent them from falling into the serious errors 
of reasoning and practice, that have, unfortunately, too often 
characterized the workings of their prototypes, the Benefit 
Building Societies. The mode of allotting the funds of the 
association differs, but little, from that of the latter insti- 
tution, while the principle involved is not identical. There 
is one distinction: the Freehold Land Society is expressly 
formed to avail itself of wholesale prices in land ; and yet, 
under the Building Society Act, it has no authority itself to 
purchase estates and divide them ; and it is powerless, unless 
a loan can be procured from some external source in sufficient 
amount. Hitherto, the movement has been kept up by the 
liberality of political supporters, who provide the necessary 
funds in each case; and the rapidity of the extension of 
these associations proves how Uttle importance is attached to 
the contingency, that, not only will the price of land, in all 
probability, rise by this increase in the number of purchasers, 
but, in many cases, freehold property will not be obtainable, 
at all, in such convenient situations and of such suitable mag- 
nitudes, as to meet the object desired. 

10. — The Rules, which have come under our notice, con- 
tain no definite understanding, as to the adjustment of the 
duration of the payments of the members, and no real 
principle by which, whatever be the time of entry, the profits 
can be equitably divided among the shareholders, nor aay 
SH^cient provision, by which a member, who may vnsh to 

* Speech of Lord John Russell, 6th June, 1849. 
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withdraw^ may be secured from the loss of his right to some 
benefit from the past success of the association ; although, in 
many of the societies, in addition to the weekly contributions 
of 1*. 6d., or thereabouts, by which the positive wholesale 
cost of the land is to be repaid, an extra payment by way of 
interest is now being required from the allottees, varying 
from 5 J to 6| per cent. Yet the rules do not seem to guard 
against an inequality in the advantages that may be obtained 
by the members, according as they have their land allotted to 
them at once, or after several years, such as ten or twelve, from 
the period of commencing their subscriptions; and it is far 
from improbable, that the ultimate cost to each member of his 
little property will be widely different. This could only be 
obviated by the adoption of some more systematic and 
tabular scale of subscriptions than is at present in use, so as 
to regulate the duration and amount of the payments by a 
fixed standard of years and rate of interest, (as in chap, vii., 
part 1,) and by paying strict attention to the importance bf 
making the association perfectly mutual, so that the profits on 
cheap wholesale purchases may go to the general fund, and not 
to benefit incidental members to the detriment of their suc- 
cessors. The main secret of the prosperity of institutions of 
this kind consists in the correct adjustment of the relative 
position of each member to the exclusion of every attempt 
at favouritism ; and this depends upon a clear understanding 
existing between the board of directors and the shareholders. 
We fear that it is too rashly stated, that a freehold qualifi- 
cation for a county can be obtained at the small and definite 
sum of £20, Such promises should rather be limited to a 
statement, that while the directors remain responsible man- 
agers, all the wholesale property, -which is bought, shall be 
divided without reservation of profit to those persons who 
primarily advanced the money, and that the members of 
the association shall have its refusal at cost price. For 
whether the cost is to be £20, or to range up to £50, and 
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(a) even £60^ is a matter of vital importance to the success of 
the principle. It has happened that at Birmingham several 
persons obtained sufficient land to give them a qualification 
for so little as £^9 but that arose, in all probability, firom 
accident, and should not be put forward, as it is constantly, 
as the standard of the price of future purchases. 

1 1. — Tp the majority of members the pecuniary advantage 
will rank above the political privilege, and to them the most 
important question will be, what it will practically cost to 

[ (a) The following figures from M^ Cnlloch's '^British Empire'* are ap- 
plicable in reference to the expectations of these Societies. The arermge 
price of land is thirty years' purchase. 

Rent per acre in 1842-3, as determined by the Assessments under the 
Property and Income Tax Acts : — 

England. 



£ 8. d. 

Bedford 16 5 

Berks 1 4 8J 

Bucks 1 6 3i 

Cambridge 18 2) 

Chester ^. 18 7 

Cornwall 18 2i 

Cumberland 12 4) 

Derby 1 6 84 

Devon 18 9i 

Dorset 19 OJ 

Durham 15 4 

Essex I 6 H 

Gloucester 1 7 10 

Hereford 1 2 9J 

Hertford 1 1 8i 

Huntingdon.... 1 6 2J 

Kent 1 6 7i 

Lancaster 1 8 llj 

Leicester 1 14 10^ 

Lincoln 18 

Middlesex 2 2 11 

Monmouth 18 3^ 

Norfolk ^ 1 5 45 

Northampton 19 1 

Northumberland 13 Hi 

Nottingham 16 5 

Oxford 1 4 IJ 

Rutland 1 7 64 

Salop 14 5 



£ i, d, 

Somerset I 12 7 

Southampton 14 \1\ 

Staflford 1 9 li 

Suffolk 13 8 

Surrey 17 10 

Sussex 18 23 

Warwick 1 11 64 

Westmoreland'. 11 0) 

Wilts 13 4* 

Worcester 1 10 llj 

York 1 I 4J 



Average 



1 3 5i 



Wales - 

Anglesea 14 10^ 

Brecon 5 9 

Cardigan 7 4} 

Carmarthen 10 1^ 

CamarTon 8 7§ 

Denbigh 14 Oi 

Flint 1 4 9J 

Glamorgan 10 2\ 

Merioneth 5 1 

Montgomery 9 7 

Pembroke 11 H 

Radnor 7 IJ 

9 Hi 



Average 
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buy such a quantity of land, as will produce, by being leased 
out or otherwise, an income of £2 a year, or, what will be 
tlie annual pecuniary profit arising from the purchase. They 
will calculate that, if even £30 be the average price of such an 
income, £100 would give 6/. 13*. 8d. a year. This alone, over 
and above the abstract result of a vote, would be so great an 
attraction, as an advantageous investment, that it would be by 
far the best the market would afford, more especially with such 
excellent security as that of land. In the extreme case, where 
the Birmingham Society bought land, wholesale, which only 
cost £20 for the £2 a year, the rate per cent, of annual 



1 

7 
6 
5 

8h 



Leinbteb. 

£ 8. 

Carlow 1 

DubUn 1 2 

Kildare 18 

Kilkenny 15 

King's 14 

Longford 15 

Louth 1 7 11 

Meath 1 14 5 

Queen's 11 11 

Westmeath 18 

Wexford 18 7 

Wicklow 12 5 

Average 17 6 

Cultivated 4,092,701 acres. 

Mountain and fiog 731,886 



» 



9 
13 

7 

1 3 



3 
1 
2i 

6i 



> MUNSTEB. 

Clare 

Cork 

Kerry 

Limerick 

Tipperary 19 lOJ 

Waterford , 15 2J 

Average 14 

Cultivated 4,019,721 acres. 

Mountain, &c 1,893,477 



}) 



Ibeland. — 1846. 

Ulster. 

£ s. d. 
Antrim 18 4i 

Armagh 1 9i 

Cavan 14 8J 

Donegal 5 1§ 

Down 19 m 

Fermanagh 11 1^ 

Londonderry..., 11 6J 

Monaghan 17 3i 

Tyrone 9 6^ 

Average 12 10 

Cultivated 3,496,112 acres. 

Mountain 1,764,370 „ 

CONNAVGHT. 

Galway 8 3i 

Leitrim 8 9 

Mayo 6 If 

Roscommon 13 4 

Sligo 11 4 

Average 8 8^ 

Cultivated 2,273,177 acres. 

Mountain 1,906,002 



>9 



Total. 



A.cre8 
Cultivated 13,881,711 

Uncultivated. 6,295,736 



je 8. d. 

Average Rent 13 5| 

Average of Cultivated. . 19 3 
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profit was a perpetual income of £10 a year. The improba- 
bility of such good fortune recurring ought to be sufficient 
to rouse the industrious classes into making further enquiry 
into the practicability of these new candidates for popularity. 
The more so, when the member is required to pay for 
this enormous advantage *by such easy instalments as Ss. or 
4*. a fortnight for five or six years. If the principle be 
good, when abstractedly considered, it is unnecessary and 
unwise to expose it to suspicion. 

1^. — Again, when the land is purchased, it will be utterly 
useless, in a pecuniary sense, to its owner, unless four or five 
can join together to let their fractions of territory to one 
tenant, or unless the purchaser contemplates building thereon 
for his own purposes. A mechanic in a manufacturing town 
cannot make any use himself of his land.* He is ignorant 
of its management, and can only make a profit from his pur- 
chase by letting it to others ; and, even then, the expense of 
employing an agent, with the uncertainty of collecting his 
small rent regularly, would diminish the advantage of his 
purchase.f Hence, it appears probable, that much discontent 
will shortly arise among the poorer members of these societies, 
who have entered under the impression, that, in addition to 
the influence to be acquired by the possession of a county vote, 
they would be making a highly lucrative profit from their 

* [The remarks in chap. 3, of this part, will suggest to the reader how 
serviceable Freehold Land Societies might be made in the establishment of 
Suburban villages, and in the furtherance of what is now denominated 
" Home Colonization," or the reclaiming of the extensive uncultivated, but 
excellent, waste lands in the United Kingdom] 

f [With the existing law there is much uncertainty always attending the 
investigation of titles and conveyance of landed property, and considerable 
expense, which does not decrease in proportion to the diminution in the value 
of the allotment. The uncertainty, on the one hand, might, perhaps, be 
removed by a system of THtle Guarantee Assurance, which, if adopted by 
the societies collectively, could be effected at a moderate premium ; and, on 
the other, the expenses should, like the profits, come from the general fund 
of each association, in such a manner, however, that the allottees should pay 
the greater part thereof.] 
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savings. The corapaiatively rich member, who Can take up 
six or seven shares or more, will reap benefit not only from 
the greater certainty of being able to turn his land to account, 
but, also, from the increase in the general profits of the 
association, that must accrue through the forfeited shares of 
those members, whose means of existence are too precarious 
to enable them to be regular in their payments. 

13. — In the establishment of Freehold Land Societies their 
political object has been considered essentially before the 
question of their capabilities as an advantageous investment 
for money to the industrious classes ; hence, it may fairly be 
expected that, as soon as the political excitement, by which 
they are now supported, has subsided, the directors and 
others will cease to be so ready to incur the risk of themselves 
purchasing wholesale tracts of land, for a re-sale of which, to 
the members, by the strict letter of the Benefit Building 
Society's Act, they can have no security whatever ; and any 
attempt to mix up the pecuniary operations of the society, 
with their own voluntary engagements, will not fail to expose 
the association to litigation, expenses, and loss. 

14. — To provide against these difiiculties, as far as may be 
practicable, the operations of su freehold land society should 
be made more analogous to those of the permanent benefit 
building society, for which chap, vii., part 1, contains a draft 
set of rules ; so that the monetary payments, or contributions, 
may be for fixed periods independent of the duration of the 
institution, and its scope may be extended by rendering 
it, as the point of greatest importance, safe and attractive to 
pure Investers, or members who may not care for allotments, 
and also to others, who may, perhaps, by a change of mind, 
contemplate buying a hoiLse for their occupancy, from which 
a vote, though not for the county, would be afforded. The 
subscriptions would, thus, increase so rapidly as to render the 
purchase of wholesale land feasible even out of the funds of the 
association ; and the legal objection to an aggregate purchase, 
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on behalf of the society, would disappear on the requisite 
number of members declaring themselyes candidates for an 
advance of money on security of an allotment of the land to 
be purchased. To this might be adapted still greater ex* 
tension by the establishment of Endowment Funds for young 
people, for which rates of weekly or monthly subscriptions 
might be so graduated, according to age at entry, independent 
of any law of mortality, that, on attaining the age of twenty- 
one they should come into a freehold qualification. The money 
could be received, by a similar machinery to that of the 
Savings' Banks, in small Sums from pennies upwards, according 
to the means of the parents, or, even of the children or 
youths themselves contributing. 

16. — In other words. Freehold Land Societies must be 
modified, so as to give to them more of the character of 
Investment Associations for non-borrowers, and the advances 
of money should not be limited to the procuring of the mere 
land, but might be extended with advantage to affording to 
the new proprietor the means of stocking and improving his 
freehold, so as to render it reproductive and fit for occupation. 
Were such a modification introduced, and some satisfactory 
and equitable principle adopted in the distribution of profits 
among the members, which, to judge by their recent dis- 
cussions, is not the case, then a Freehold Land and Investment 
Society would constitute one of the best mediums for indus- 
trial savings that this country could present ; and they would 
flourish, long after their fictitious popularity, as political 
instruments, had ceased. The draft rules in part 1 would be 
perfectly suitable to a freehold land society, if the investing 
shares were made £25, the payments weekly or fortnightly, 
and the repayments upon advances calculated at about 5 per 
cent, interest. 

16. — Respecting the increase in the suffrage, we may 
remark, that, the creation of county votes by the purchase of 
40^. freeholds, is applicable to England and Wales alone ; 
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though the principle of co-operation employed might be 
easily adapted to Scotland or Ireland. 

The following is an analysis, according to their various 
classes^ of the County qualiiicationy extracted from the 
Parliamentary Return, 23rd July, 1847 : — 
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^ Of these 512,376 electors, manj were inhabitants of hung^e 
towns, and imbaed with Tarious shades of popular opinion, 
and many in the agricoltuial districts independent of the 
infloence of hmdlords. Against this must be placed upwards 
of 108,795 tenants-at-wiU, who, in consequence, as a class, 
hare no choice in the expression of a political opinion. 
The desire of the promoters of the new moTement is, of 
course, to counterbalance this large influence by the creation 
of a number of small freehold voters equal to that of the 
tenant voters, especiallj by exertions in those localities where 
the numbers are not so disproportionate but that the balance 
may be turned. 

17. — The £act should, nevertheless, not be overlooked, that 
although the mere purchase of such freehold property on 
moderate terms may be feasible, yet that the qualification for 
the franchise obtained is, in reality, for several years, fictitious, 
inasmuch as, until the cessation of his payments, the member 
of the Freehold Land Society has not a bona fide interest to 
the extent of 40s, in the land, and is not, in law, entitled to 
vote. And the mere circumstance of his seeking to become 
the proprietor of a perpetual income of 40*. from the land, 
which he is purchasing, is evidence that the annual pay- 
ments during the term of his membership must far exceed 
that sum. 



* [A more recent return is published^ entitled *'An Abstract of the 
Numbers of Parliamentary Electors in Great Britain and Ireland, according 
to the Registrations of 1848-9 and 1849-60." We learn from it that the 
total number of electors on the register for 1849-60 is 1,060,187. For the 
cities and boroughs, 471,602. For the counties, 678,686. The numbers last 
year were 1,041,203. For the cities and boroughs, 461,634. For the counties, 
689,669. This shows a gain in the cities and boroughs of 19,968 and a loss 
in the counties of 10,984; making the increase in the whole constituency, 
8,187. The County constituency in England in 1848-9 was less than in 1847, 
and numbered 466,060 votes. This year the number is only 461,413, or 4,060 
votes less than last year j so that nearly one-half of the total loss in the 
counties is in England where the system of Forty-shilling Freeholds prevails. 
The Forty-shilling Franchise does not apply to Ireland or Scotland.] 



CHAPTER IL 



DESCRIPTION OF THE TONTINE PRINCIPLE 

AND ITS 

APPLICATION TO ASSOCIATIONS FOR LAND INVESTMENT. 

Art. 18. — We will now proceed to describe, briefly, the 
mode of speculation commonly called the Tontine, and to 
examine both its present application and its further extension 
to the purchase of property. The constitution of a Tontine 
Company diflers from the plans considered in preceding 
chapters, as, instead of each and every member reaping an 
equal benefit from the association, the ultimate main ad- 
vantages of a Tontine, whether in the acquirement of a 
large capital or other property, are obtainable only by one 
member, or by that limited number of individuals, out of a 
large body, who may prove to be endowed with extreme 
longevity. 

1 9. — A few words respecting the origin of the principle, 
and the tone of the public mind at that time, may not be 
uninteresting. 

In the year 1644, a Neapolitan, named Lorenzo Tonti, 
came to Paris, and, during a scarcity of money which then 
prevailed, proposed the formation of a kind of Life Rents 
or Annuities, which subsequently were designated, after him. 
Tontines, although the principle itself was in operation in 
Italy before his time. The Tontines, so proposed, differed 
from the afterwards ordinary popular lotteries in the con- 
tingency of the increasing, and maximum, advantage being 
deferred for many years, with the assurance only of a 
moderate profit beforehand, beginning at a definite rate. 
After tedious disputes in regard to his original proposal, 
which was at length rejected for a time, he substituted, in its 



174 DESCRIPTION OF THE TONTINE PRINCIPLE AND ITS 

Steady a new plan for a large Blanque or Lottery, which, in 
1656, obtained the royal approbation.* It was to consist of 
60,000 tickets, each at two Louis d'Ors, so that the whole 
receipts would amount to 1,100,000 Livres (the Louis d'Or 
at that time being only eleven Livres) ; from this sum 540,000 
Livres were to be deducted for building a stone bridge and 
an aqueduct. The expenses of the Blanque were estimated at 
60,000 Livres, and the remaining 500,000 Livres were to be 
divided into prizes, the highest of which was 30,000 Livres. 
This lottery was never carried out. After some delays, by 
which the matter was retarded until after the peace in 1660, 
a Lottery was finally opened, and the tickets, at a cost of one 
louis d'or, were drawn publicly under the inspection of the 
police. The highest prize was 100,000 Livres, and was won 
by King Louis XIV. himself, who objected to receive it, and 
left it to the next Lottery, in which he had no ticket. Several 
other lotteries followed to such an extent, that, in the year 
1661, it was ordered that all private lotteries should be for- 
bidden under severe penalties, and this prohibition was re- 
peated in 1670, 1681, 1687, and 1700. Since that time no 
other pure 'money lotteries have been allowed, but the 
** Loteries Royales," the profits of which were, iu general, 
nominally, applied to public buildings, as was the case in 
regard to the magnificent Church of St. Sulpice in Paris. 

20. — The first actual Tontine upon Lives was created in 
the month of December^ 1689, and was practically an 
Annuity association. It was divided into 14 classes of an 
annual revenue, in all, of 1,400,000 Livres* The Shares 
were 300 livres a-piece, and the proprietors, without regard 
to sex, were to receive a yearly dividend, commencing at iO 
per cent., with benefit of survivorship by way of increased 
income in each class. The first class contained children under 
5 years of age ; the second was composed of others between 

^ [See an interesting account of Lotteries and Tontines in the History of 
Inventions by Professor Bcckmann of Gottingen.] 
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5 and 10; the third from 10 to 15; and so on for the other 
classes. 

This Tontine was very imperfectly filled up; for, into the 
first class, there entered only 202 melnbers, and equally few 
persons into the others; yet many other French Tontines 
were formed, subsequently, in 1696, 1709, 1733, 1744. 

In the year 1726, the French King united the 13th class 
of the first Tontine, with the 14th of the second, all the 
shares of which were possessed by one person, Charlotte 
Bonnemay, the widow of Louis Barbier, a Surgeon of Paris, 
who died at the age of 96 : this lady had ventured a stake of 
300 Livres in each Tontine, and, in the last year of her life, 
she Lad for her annuity 73,500 livres, or nearly £3,600 
a year for about £30. 

21. — The last State Tontine in France was in 1759; after 
which an impression arose, very justly, that, as the lives did 
not die off so speedily as was expected, the rate of annuity 
allowed, in redemption of the capital subscribed, with interest 
thereon, was very onerous ; hence, in 1763, the Council of 
State decided, that this sort of financial resource for the 
creation of capital for governmental purposes should not again 
be resorted to. 

22. — In England and Ireland, as well as in France, various 
Tontines were established in the last and present century, 
some of which are still in existence. The object, originally, 
in France, was (as we have seen) to raise large sums of money, 
as a species of loan, to be repaid, principal and interest, by 
periodic dividends, which were to continue until the death of 
all the lives, the whole existence of which represented the 
duration of the loan. Such was the case where Tontines 
were created for the benefit of the state, when they were 
divided into classes, according to the respective ages of the 
members. The whole periodic income of each class was 
divided among the survivors of that class, until, at last, it iell 
to one, and, upon the extinction of that life, reverted to the 
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power by which the Redemption Tontine was created, and for 
which it became security for the due payment of the annuities. 
In this kingdom, however, the system has rarely been adopted 
as a measure of finance*, and the speculation has generally been 
of a private character, to effect some commercial enterprise ; 
in which latter case the whole capital invested, or the result 
thereof, whether property purchased or otherwise, fell to the 
lot of the last survivor. The lives, previously existing, having 
participated in the increasing dividends of the company. 

23. — Of the State Tontines in England and elsewhere we 
have authentic records and *statistical details, deduced t6 a 
comparatively modern date. The last was opened in 1789, 
which was to consist of* about 10,000 shares of £100 each, 
and the benefit of survivorship on which shares was pro- 
mised to the subscribers. But only 3,518 lives were put 
in by that body, the other contributors having soon afterwards 
preferred a long annuity to the tontine. To keep faith with 
those who held to the original contract, the Treasury was 
obliged to take the remaining shares, and to appoint a nominee 
for each, who were thence called " Government nominees,'* 
They were chosen as follows : — the class under twenty con- 
sisted of the children of the nobility and gentry whose names, 
age, parents, and resitlence were returned by the clergy of 
the several parishes; the other elder classes consisted of 
well knovm freeholders of property, persons assured in the 
Amicable Life OiEce, and so on. 

Among the SS,35S nominees altogether registered by Mr. 
Finlaison, there was only one instance of a person passing the 
age of 98; an old lady at Wimbledon, who lived to be 100 years 
old, and who, as it chanced, was in the first Tontine of 1693. 
On this point, he remarks, that when, in statistical statements, 
many instances are set down of old people passing their 100th 

* 1. Report to the Lords Commissioners of H. M. Treasury, by John Fin- 
laison, Esq., of the National Debt OfBce. 31 March, 1829. 

2. W. Kersseboom on the Life Annuitants in Holland. 1748. 
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year, and some dying at much more advanced periods, there 
is reason to suspect very great error, from the virell known 
propensity of octogenarians, and the impatience of their 
relatives, to exaggerate their age, and to persist in the same 
story, until, by the decay of their faculties, they believe it 
themselves. 

The •following facts are interesting : — 

1. Of the 100^ nominees in the English Tontines of 1693, 
the last died in 1789. 

2. Of the 2552 lives in the Exchequer annuities granted 
1745, 1746, 1757, and a few in 1766, 1778, and 1779, 156 
still survived at January 1826. 

3. Of the 3557 nominees in the 3 Irish Tontines begun in 
1773, 1775, and 1778, respectively, 1564 survived January 1886. 

4. Of the 3518 nominees of contributors in the Great 
En^ish Tontine in 1789, 2203 survived January 1826. 

5. Of the 4831 nominated (by lot) by Government in the 
Tontine of 1789, 3008 survived the same date, 1826. 

24. — Tontines are separated into simple and compound : 
the Simple are those in which the dividends of the share* 
holders, who have died before a period of participation, are 
distributed among the surviving members of their class; 
Compound Tontines are those, where a portion, only, of the 
dividends belonging to the lapsed shares is carried to the sur- 
vivors ; the remainder ceasing with the death. An example 
of this is afforded by the french Tontine of 1734, in which 
one-fourth of the periodic dividend on each share ceased with 
the death of its possessor. In subsequent Tontines, other 
varieties existed, where even half, and more, of the dividend 
lapsed with the life, a portion of that, which had accrued 
before a death, being presented to the families of the de- 
ceased as a slight alleviation of their pecuniary loss. In the 

* [In each case the lives selected were principally children, and more 
especially girls, although some few contributors nominated lives even of 
advanced age, up to 50 and 60.J 

N 
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celebrated tables of ♦Deparcieux, calculations have been 
given of the duration of life among the Tontine members of 
bis time* They tend to show how little the desire to nomi- 
nate select lives availed the speculators of that period. 

25* — Since that epoch, France has become noted for the 
extraordinary popularity of the Temporary Tontines usually 
denominated ** Banques de Prevoyance," which have been 
established in Paris and the leading provincial towns ; the 
term of the Tontine being short, and divided generally into 
cycles of 5, 10, 15, and 20 years. The members, on entry, 
pay for each share or policy a sum down, varying with their 
age, to be invested in public or real securities ; and they 
speculate upon the chance of their receiving as one of the 
survivors, at the close of the cycle into which they have 
entered, a large return for the money subscribed, consisting 
not only of the accumulations from interest upon their own 
shares, but of a portion arising from the death of less fortu- 
nate members. Many men, especially of the military pro- 
fession, who had, perhaps, no relations to whom they were 
particularly attached, on receiving prize money for their 
services, placed it in a temporary Tontine. They felt in- 
different to the chance of loss, should they die before the end 
of its term, by the fortune of war, or by the ordinary law of 
mortality, and were willing to stake that risk against the more 
agreeable prospect of reaping a magnificent profit from the 
popular speculation, f From the returns of 18 of the leading 
societies we find that, even at the present time, they are con- 
sidered so attractive, that, at the close of the year 1849 
395,446 Policies were in force, involving shares subscribed to 
the enormous extent of £15,957,444 12s. (or 398,936,114 
francs) which had been purchased at a cost, proportioned to 
the age, of £4,988,252 5s. 6d. (or 124,706,307 francs), 
each share or policy entitling the possessor, if he survive his 

* Essai sur les Probability de la dure^ de la yie humaine, 1746. 
t Revue des Assurances. J. Dubroca, 1850. 
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particular cycle, not only to receive its amounti but also to 
participate in a proportionate part of the other accumulations 
arising from death. The aggregate capital is stated to pro- 
duce, annually, an average income of £230,591 4v. lOd. 
(or 5,764,781 francs), merely from being invested. 

Of these ' Associations Tontini^res,' one of the most flourish- 
ing appears to be " La Caisse Paternelle," which numbers 
57,276 Policies or shares in existence, to the extent of 
£3,107,792 8*. (or 77,694.810 francs). 

Another, ^ La Prevoyance, cree par ordonnance royale du 
28 Avril, 1820,' in its printed returns of 1848, stated that 
shares amounting to 70 millions of francs were subscribed for, 
at a cost of 31 millions of francs paid in. A cycle having 
been recently completed, M. Dubroca gives the amount of 
its engagements, on the 31st December, 184d, at 58 millions 
of francs, nearly. 

The following are illustrations of the profit lately divided 
(ages not given) by " La Prevoyance" : — 

Francs. Franca. 

A.B. A Governess.. .1831 paid in... 200 for... 5 yrs., & then) .^^ 

receiTed. ) 
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„ ...10 
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99 
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„ ...15 
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M 


... 2071 



The professions suggest the probable ages of the parties^ 
and shew that the investment has been highly lucrative, more 
especially if we remember (Art. 32., Part 1.) the time it 
usually takes for money even to double itself. Many causes 
have tended, in France, to make the result of their Tempo- 
rary Tontines very profitable to the survivors ; the principal 
were, undoubtedly, the increased rate of mortality in that 
country for 30, out of the last 60, years, through revolutions, 
war, and other contingencies, and the high rate of interest 
which, during that time, could be obtained for money. 

26. — The older form of Tontines has lately been revived in 

N 2 
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England with various modifications. New societies have 
sprung up, stimulated by the very great profits that have 
been reaped by surviving members of old associations, and 
principally designed by their promoters for the disposal of 
freehold or long leasehold property, for which a single pur- 
chaser, of sufficient means, could not be found. The object 
is, consequently, to procure the necessary capital for the 
purchase of the estate, by creating a large number of Shares, 
of small amount, among which the net rental may be peri- 
odically divided. The duration of each proprietor's interest 
in his share, or shares, is thus made to depend upon the 
existence of some life, nominated by himself, of an age to be 
selected within given limits. 

27. — In some Tontines, the minimum age is 10 or 15; in 
others it ranges up to 60 or 60, and even 80 ; sometimes the 
mention of any limit is omitted, in which case discretion is 
left to the shareholders to nominate young lives, at such ages 
as appear to them, or which experience has shewn, to give 
the longest expectation of life. With the falling of the life 
of the nominee, the share becomes cancelled in the ordinary 
way, and the income of the Tontine is divided among the 
survivors ; year by year the number becomes smaller, and the 
dividends greater ; *until the last life, unless it has been other- 
wise provided, comes into the whole of the property. The 
application of the Perpetuity Tontine system to land, or, rather, 
of Land investments to Tontines, obviously requires great 
caution. Apiece of land is bought at a cost absorbing the greater 
part of the fund, which is formed by the subscriptions of the 
members ; and, if necessary, according as the situation is 
urban or rural, it is built over with houses, or converted into 
farms, and let upon lease; the rents received forming the 
income of the society. The chief point, therefore, in this, 
as in all land investments, is, whether the estate proposed 

* [That constitutes the difference between a State, or Redemption, and a 
Private Tontine.] 
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is capable, from its situation or its nature, of being let at the 
required rent; as it occasionally has happened, that societies 
of this kind have been " got up" by the owners of land, for 
the express purpose of ridding themselves of unproductive 
property. 

28, — The principle of a Tontine is, in its essence, a de- 
cided speculation, but of a kind that may be made most 
beneficial. There exists no moral objection to the union of 
individuals, who are willing to risk small sums in the hope of 
augmenting their fortunes, without the customary efforts of 
labour, intelligence, or skill, but by the lucky selection of 
healthy and lasting lives. In one case only, can such an 
association be open to censure, as involving a species of danger* 
ous gambling, viz: — ^where the shareholders nominate other 
lives than their own. ♦When, however, they speculate wholly 
for the benefit of the life nominated, the application of the 
principle is excellent. It becomes, in reality, a game, in 
which the stakes are laid, as to which of the players is likely 
to live the longest. The person, who collects the money and 
undertakes to pay the dividends, being regarded in the light 
of the banker to the game, and as one who is the responsible 
agent for investing the funds confided to him. So that, 
while reaping a per centage for himself, he holds an account 
with the players, as to the profits of the speculation, and 
hands over to them, at the end of each year, or other fixed 
period, the proceeds of their capital, which may be considered 
as interest realized since the last day of settling. In the 
majority of games of chance, the main advantage is to the 
banker, the loss to the players, who, in the excitement of 
gambling, are exposed to lose, even, the very means of their 
existence. In a Tontine, where the shareholders nominate 
their own lives, or the nominees are the parties pecuniarily 

* Hamilton, in his History of the Public Revenue, remarks that Tontines 
seem adapted to the passions of human nature, from the hope every man 
entertains of longevity, and the desire of ease and affluence in old age. 
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interested, the peculation affixrds to them an increaang in- 
come, and the mcnej inrolred is oontinuoiiaty leprodnctiYe. 

29. — ^The existing Tontine (Companies present little yarietj 
in their object. We have said that they aie mainly designed 
to purchase laige fireehold estates, which aie considered pecu- 
liarly suited, by nature and position, for some important 
commercial enterprise; leasehold tenures being usually re- 
jected, from their limited character. When a particular 
estate has been selected by the promoters, in the conviction 
that, by i m provement thereon, it can be made productiye of 
considerable profit, they proceed to form a Joint Stock Com- 
pany, under the provisions of the Acts of Parliament relating 
to such associations (7 and 8 Vic. c. 110 and 111 ; 8 and 9 
Vic. c. 116 ; 10 and 11 Vic. c. lO?.)^ with a license to pur- 
chase or hold land, which is to be obtained from the Privy 
Council for Trade. The capital of the Company, for 
example, say £100,000, is divided into 1000 shares of £100 
each, to be held upon lives, of ages v^ithin selected limits. 
The Shareholders may nominate different lives for each share, 
or exercise their own discretion in concentrating their stakes 
upon a single life. At the end of 3 or 5 years, and at fixed 
intervals afterwards (the Company being in full operation), 
the rents from the houses upon tke estate, or the profits from 
the commercial enterprise, whatever it be, after payment of 
expenses, are divided. 

30. — To persons who are desirous of speculating, with, 
perhaps, less apparent 'pecuniary advantage, though, in the 
long run, greater security, the best Tontines are those in 
which the capital is invested in the purchase of well-situated 
Agricultural Freeholds, or in Government Stock and other 
public securities, and not in associations created for effecting 
building operations, which are conceived under the idea of 
the growing importance of the locality contemplated for 
investment. To those, however, who prefer the greater 
attraction of larger annual returns, such a^ are offered by 
the latter speculation, we would recommend the introduction 
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into the Deed of Settlement of their company of a special 
clause to secure compensation to the holders of those shares, 
the life nominees of which may die about the time that the 
company has experienced a loss, through the falling ojBT of its 
rents, or other source of income, which, in investments on 
such security, must, from time to time, be expected* The 
object of the clause would be to guarantee to the proprietor 
of a share, that has lapsed by death at such a period, a pro- 
portionate part of the profits that may subsequently be 
obtained through a prosperoi& reaction in the company* 
For example : — suppose that in a Tontine, of which the rent 
income is about £5000 a year, and the periods of division 
are quinquennial, there occur, for two or three years, a 
failure in its receipts, so that, instead of there being a sum of 
£25,000 upwards to divide among the survivors at the next 
division, there be only £10,000 or £15,000. Then, if the 
original intention were to confine the speculation to the 
chance of survivorship, and not to affect it by any fluctuation 
in the proceeds of the property, it is clear that the share- 
holders, whose life-nominees die anterior to a revival of pro- 
perty at a subsequent division, should receive some com- 
penition for their loss. The mathematical principle of such 
a clause is interesting, and should be taken as the basis 
thereof. 

31. — In most of the cases of the present application of the 
Tontine system in this country, it is customary to select a 
limit of minimum age for nominees, and then leave it to the 
option of the shareholder to nominate a life of equal or 
higher age, as he may think fit, when the limiting age is 
young. The establishment of any Tontine would be facili- 
tated if a reduction in the cost of each share were made, in 
case of a life, several years older, being nominated ; since it 
must be extremely difficult, in an extensive Tontine, for the 
members to find a sufficient number of select lives of the 
lowest specified age ; and each would be unwilling to risk his 
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chance upon the expected longevity of an older life. A 
diminution might safely be permitted^ in the sum paid for the 
purchase of a share, provided it be proportionate to the 
diminished expectation of life of the nominee, and calculated 
by a sound table of mortality, with a margin in favour of the 
general fund. The said share, nevertheless, to convey to the 
purchaser a right to equal privileges with any other share. 

32. — The speculation becomes much more interesting when 
the periods of the divisions of profits are at wide intervals » 
the effect of mortality at the end of periods of 6 or 10 years 
becomes sensible, and the accumulated income to be divided 
increases the attraction of the investment. 

Referring to the *table at the end of this work, we find that, 
supposing the age at entry to be 15, the lives to consist of 
1000 males, and the periods of division of profits to be quinquen- 
nial, the survivors of each period receive a rapid increase 
in their income. Suppose, as in a preceding example, that 
the shares be £100, and the annual returns of profit arising 
from the £100,000 invested be £5000, which, re-invested dur- 
ing the quinquennial period, would, at 6 per cent.,' produce 

» 

£27,628, there would remain, after setting aside, say, £2,628 for 
expenses, &c., £25,000 to be divided. Then, if deaths occur 
in a ratio such as that of the mortality table referred to, there 
would be, to partake of it, at the end of 5 years, or at age 20, 
963 members; or the dividend would be 

£25 18*. lOd., nearly. 
At the end of 10 yrs., or at age 25 „ 924 members 

Dividend £27 0*. lOd., nearly. 

35 „ „ age 60 „ 676 

Dividend £36 19* 6rf., nearly. 

» 4^ 9» ,> age 60 „ 544 „ 

Dividend £46 0*. Od. nearly. 

» . 65 « „ age 70 „ 342 

Dividend £73 2s. Od. nearly. 

* English Life Table^ 6th Report of the Registrar General. 
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And so on^ up to age 90^ when the number^ still existing, would 
be about 14 or 15, and the dividend per share £1756 16^. Sd.^ 
or about 17^ times the original sum paid. At 95 there 
would be, probably, but 2 alive to partake of the £^,000 
dividend, and a few months longer would transfer the £100,000, 
or the property which represents it, to the last survivor, for 
his heirs for ever. (See aho Section 4, Appendix)* 

33. — Moreover, when the intervals are distant, the applica* 
tion of Life Assurance may serve to protect the parties interested 
in those lives, that fail in the intervals between two successive 
divisions, from losing, altogether, their expected share of the 
profits. That is to say, it may, after a few years, suit 
their views to diminish the excitement of the speculation, by 
taking out a temporary policy on the life of the nominee, on 
the same principle which is so generally adopted by policy 
holders in the Equitable Life OfBce, who, at each approaching 
recurrence of the periods of the decennial divisions of profit 
in that society, effect temporary assurances on the lives in- 
volved, in order to guard, by a trifling outlay, against the 
total loss of the large Bonus which is usually declared. This 
expense, however, would, probably, not be entered into, 
until the Tontine had been some time in existence, and imless 
tlie lives selected had been originally young. We have met 
with recent prospectuses of Tontines on Building property, 
where it is proposed to arrange with a Life Office, that, out 
of the income of the company, from the very beginning 
(after a dividend at 5 per cent, has been set aside for the 
shareholders), premiums should be paid for assuring the 
return, on the death of each nominee, of the original sum itself, 
invested in the purchase of the share. This undertaking, if 
actually carried out, must, in effect, withdraw from surviving 
members the great profits, which are expected as likely to 
accrue from deaths. A simple calculation, founded on the tables 
of any Life Office, would shew that such a system of assurance 
would, as might naturally be anticipated, reduce the Tontine 
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(the very essence of which is^ that it is a speculation on the 
longevity of liyes)^ to a mere investment association^ in which 
the capital of each member is only to be engaged to produce 
a moderate rate of interest^ as long as he, or his nominee, is 
alive. Life Assurance can be properly and advantageously 
adopted, when the Tontine has been a long time in operation, 
and the nominee has survived several years of the company's 
existence, or when the rate of profits upon each share 
has become so large as to make it worth a member*s while 
to sacrifice a small portion to assure against the chance of 
total loss by death.* Such an assurance should, nevertheless, 
be left optional to the party concerned, and not be made a 
feature of attraction, put forth by the company itself. 

34. — One of our motives for thus entering upon the 
question of Tontines, is to suggest, to the consideration of our 
readers, the excellent application that may be made of the 
principle to the furtherance of Home Colonization and 
Systematic Emigration, by creating a capital, of which free 
use can be made without its being exposed to be withdrawn, 
or to be required for very many years ; and we shall return 
to the subject in the 5th Chapter of this part of the Treatise. 

* [It has been suggested, that a pUui of increasing Policies of Assurance, 
or of returning a larger proportion of the cost of each share^ might form part 
of the features of a Tontine company ; the increase being reg^ulated by the 
number of periods of division that the deceased nominee has suryiyed. 
This, to our mind, would neutralize the benefits of a Tontine, both for the 
reason adduced in Art. 30, and from the possibility of fluctuations in the 
epochs of mortality of the nominees. The following remarks of Mr. Finlaison 
are judicious, and bear upon such application of Life Assurance: — ^''When 
the number of lives in a society, tontine or community, are not very consider- 
able, aberrations will happen. From a series of sickly seasons, with, it may 
be, a prevailing malady affecting more severely some particular stage of 
existence than some other, the deaths may occasionally be in clusters, all signs 
of which would have disappeared or become submerged in an observation on 
greater numbers and over a greater length of time ; vice versd, it may chance 
that for some years, in early life more especially, during a course of healthy 
seasons the mortality runs so low as to be quite incredible, as a measure of the 
rate happening to larger masses throqgh a greater variety of years."] 
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Section 1. 



Art. 35. — ^At the commencement of Benefit Building or 
Freehold Land Societies^ such as we have described in pre- 
ceding chapters, a notable difficidtj has been found to exist, 
in the absence of sufficient capital, through the slow and 
gradual mode by which the funds are collected, and of proper 
legal authority, whereby the erection or purchase of houses and 
land may be effected, upon a wholesale principle, and a profit 
may at once be secured to individuals in their part of the 
same. The advantages of aggregate purchases, or of building 
operations upon a large scale, are, however, so important, that 
the promoters of many institutions, with such an object, have 
found it desirable to forego the privileges of the Act of Par- 
liament relating to the Benefit Building Societies, and have 
sought a legal constitution under the provisions of the Acts 
for Joint Stock Companies, referred to in a preceding page. 
In the place, therefore, of the Investers' subscriptions of a 
provident association, they have adopted the plan of the 
Capital-Stock of a company, and have combined therewith, 
in respect to the reproductive use of the money, the facilities 
of Advance-repayments afforded by Building Societies. 
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36. — Building Companies and Suburban Village Associations 
have thus been formed with a capital, that serves to purchase 
land wholesale, and to erect a large number of buildings upon 
it, which, when finished, are transferred to purchasing-tenants, 
under security of a mortgage, for a specified term of years ; 
the payments of the tenants, during that time, being monthly 
or quarterly, and calculated so as both to afford a liberal rate 
of interest on the capital invested, and to purchase the house 
from the company. Referring to the set of Rules given in 
Part 1, for the purpose of illustrating our meaning, instead 
of the plan adopted in clause 108, page 96, the proprietary 
capital is fixed at a nominal sum, from £100,000 to £250,000, 
divided into shares of £5 or £10 each, to be paid up in 2 or 
3 instalments, within a short time ; upon these shares, peri- 
odical dividends are declared at 4 or 5 per cent., or at such 
other rate as may be realized out of the profits upon the 
advance-repayments, which axe received from the purchasers 
of the houses built by the company, and are calculated in the 
same way as Table 2, Art. 110, in the Rules above referred 
to; with this difference, that, instead of the money being 
advanced in cash to the tenant to enable him to erect or 
purchase for himself, the whole transaction is conducted 
under the superintendence of the Directors of the company ; 
and the purchase-repayments are regulated by a table ac- 
cording to the wholesale cost, which is generally so moderate 
as to allow of a fair margin of profit in favour of the Stock- 
holders, whose capital has thus been made use of. The ad- 
ministrative provisions of the Company's Deed of Settlement 
differ but little from the clauses in Benefit Building Society 
Rules, but the legal position of the proprietor is essentially 
different. Under the existing law of partnership, to which 
some modification is confidently anticipated ere long, the 
liability of a Shareholder in a Joint Stock Company is not 
subject to any limit, as regards the public with whom the 
company has trading operations, but only in respect to his co- 
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partners in the concern. Hence, building companies have 
advanced but slowly in public favour ; although the actual 
amount of risk is very small, when the operations of the 
association are directed to the extension of rising towns, by 
building in the suburbs or other improving localities, or to 
the establishment of habitations upon new and desirable sites, 
to which the tastes of the affluent or the necessities of the 
industrious have directed public attention* For this latter 
case. Building Companies, under the name of Suburban Village 
Associations, have been mainly designed, and they have met 
with the sympathy and support of all who are interested in 
the welfare of the poorer inhabitants of our crowded cities. 

37. — In this country there is an element which, indepen- 
dent of the attractiveness of a good investment, and despite 
apparent partnership liability, may be reUed upon, in 
carrying out plans designed for the improvement of the 
condition of the industrious classes. This element is a feel* 
ing of benevolence, mingled with a sense of the duty, which 
devolves upon the possessors of larger property, to protect 
and succour those who are placed beneath them, perhaps, in 
position and fortune, but through whose agency a great por- 
tion of their own wealth is created. This duty is felt to be 
the more stringent, because it is almost impossible for the 
poor to do anything, themselves, towards bettering their con- 
dition in respect to their dwellings. 

38. — ^Were this feeling wanting, it is considered that 
parishes and unions might do much towards improving the 
condition of mechanics and rural labourers, with their fami- 
lies, by taking the matter into their own hands, and by erect- 
ing comfortable dwellings, as Suburban Villages, to be let at 
a rent that would merely repay the cost ; not, perhaps, indis- 
criminately to any one, but to those who, by their general 
good character, should seem most entitled to a preference.^ 
There is arising an opinion, that with such a system carried 
to some extent, there would be less occasion for Workhouses 
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upon their present scale, and the morals of the lower orders 
would be greatly improved. The difficulty in the way of 
improving the dwellings of the labouring classes, whether in 
town or in the country, lies in a small compass, as it is 
purely a financial one; and there is nothing to be done, 
but what every one must perceive to be necessary, and what 
any ordinary builder can execute. 

39. — Of the necessity of measures for the accomplishment, 
in a systematic manner, of the object aimed at by associations 
of the nature of those referred to in this chapter, the public 
mind has been sufficiently convinced by the disclosures lately 
made concerning the condition of the metropolis. The 
recent metropolitan improvements, considered in conjunction 
with the data furnished by the weekly bills of mortality, de- 
monstrate, to conviction, the very great extent, to which the 
debased condition of the poorer classes of the population 
arises from the insufficiency and wretchedness of their habi- 
tations. Much sympathy has been excited and has been 
called into active exertion by these disclosures, and not with- 
out good result. But, of all the pernicious influences, to 
which the poor of the metropolis and other large towns are 
exposed, there is not one which has so direct an effect in im« 
peding the efibrts of charity in their behalf, or in neutralizing 
the result which may, by constant exertion, have been effected 
by that charity, as their dense and promiscuous agglomeration 
in large numbers in filthy and insufficient dwellings. Nor 
can we reasonably hope that the strenuous endeavours of 
tliose benevolent persons, who seek to promote the education 
of the rising generations of the industrious classes, can be 
adequately recompensed, while the objects of their solicitude 
are, by the circumstances of their condition, compelled to 
live among scenes of disorder, along with crowds of adults 
congregated together in a manner which precludes any 
attention to decency or comfort, and coming into continual 
contact and intercourse with the most lawless and depraved 
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indmduals. No wonder that, under these circumstances^ vice 
is rendered so familiar to the youthful mind, that it becomes 
almost incapable of recognizing its evil. The associations in 
question desire to lessen the mischief, and to benefit the com- 
munity at large, by building villages at a moderate distance 
from the metropolis. 

40. — Although the class, for whose immediate welfare they 
are mainly intended, can hardly be expected, at once, to accept 
the advantages held out to them ; yet the gradual removal of 
those whose circumstances permit, viz. clerks, artizans, 
and others of limited income, for whom the associations desire 
to erect dwellings in the first instance, will afford to others 
the opportunity of obtaining superior habitations on more 
favourable terms, and less exposed to the malignant influences 
peculiar to their former localities. It is hoped that the force 
of example, combined with educational and other remedial 
measures, will, ultimately, induce the poorer classes to avail 
themselves of the benefits held out by such Suburban Soci- 
eties. In accordance with this plan, the formation of villages 
is suggested at distances of from four to eight miles from 
London or other important towns provided with Railways, 
and in the immediate vicinity of Stations. " These villages 
" to consist of houses built in pairs, averaging six cottages 
** to an acre, and combining all the advantages which the ap- 
" plication of practical science can confer, as to construction, 
** ventilation, drainage, and architectural arrangement, and 
» " with a good garden to each." 

41. — In the last paragraph we have, to illustrate the prin- 
ciple, referred to a prospectus, in which it is stated, that to 
erect two such villages, with suitable public buildings, an 
estimated capital of £250,000 would be required ; and, in 
order to bring the shares within the means of those for whose 
benefit the association is principally formed, the amount is 
divided into 50,000 shares of £5 each ; upon which, after the 
deposit of 6d. and a call of 4*. 6rf. per share have been paid. 
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the remaining £4 15*. may be made up by instabnents, 
suited to the progress of the works, at the rate of not less 
than £1 per share per annum. 

4^. — Suburban Village Associations do not hold forth the 
prospect of a large return, in the shape of profit, to the share- 
holders, but rather invite support to undertakings having for 
their object the amelioration of the sanitary condition of persons 
of restricted income ; at the same time, it is felt that, in order 
to ensure a proper extension of the plan, a reasonable rate of 
interest should be secured to the members for their in- 
vestments. It is proposed, therefore, that the rents should be 
sufficient, after providing for all disbursements, contingencies, 
&c., to return a dividend of about five per cent, per annum, 
on the capital of the association. 

The provisions of these societies are chiefly adapted to 
the requirements of the industrious inhabitants of towns, 
who derive from their labour small incomes, upon which 
they may fairly reckon, and are thereby enabled to join in 
transactions, which require the continuation of periodical 
subscriptions for a certain number of years. 



Section 2. 



Remarks on the Mural Districts. 



Art. 43. — With country dwellers, however, the case is some- 
what different ; the distance at which they are separated from 
each other prevents them from joining, in great numbers, in 
mutual association ; and they have neither the experience nor 
the busy habits which belong to the inhabitants of tov^ns. 
Besides this, the establishment of land investment societies 
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in agricultural districts is much impeded by other causes. 
The growing tendency to accumulate wealth in the hands of 
a few persons is traceable in the division of landed pro- 
perty, all over the country. The many thousand small free- 
holds which might be found a century and a half ago, 
scattered over the length and breadth of our island, have 
been gradually collected into large estates, the property of a 
few wealthy individuals. 

44. — A corresponding change has taken place in the cha- 
racter of the agricultural classes. The old Yeoman, with his 
few paternal acres of land, his high spirit and independence, 
has given place to a class of tenants sometimes farming on a 
greater scale, but holding, by leasehold tenure, the lands 
which were formerly divided into separate freeholds. The 
larger number of field labourers employed by them, and, in 
some cases, by the owners of the soil, have, in general, no 
real property, but dwell in small cottages, pay their rents in 
frequently recurring instalments, or are liable to be ejected 
upon very short notice. 

45. — Many persons, who are not practically familiar with 
the rural districts, imagine that the once existing mutual 
footing between labourer and employer yet subsists. *Such 
now, is not the case, at least, in most parts of the kingdom. In 
Scotland, perhaps, the agricultural labourers are a less distinct 
and separated body than in England, as regards their employ- 
ers. In this country, the great bulk of the farm labourers form 
a distinct class, inhabiting the outskirts of the small towns 
and villages, which they have almost entirely to themselves; 
and, as they have neither capital nor any resource beyond 
their daily labour (for which also there is no certainty of con- 
tinued employment), they earn a most precarious existence. 
In some cases, the sites of the villages belong to a few pro- 
prietors, sometimes to only one, but it by no means follows 

[* See the valuable reports^ in 1849-50, of the Commissioners of the 
Times and Morning Chronicle on this subject.] 

O 
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that they are employed, either on the farm of which a village 
site may form a part, or even on the property of which the 
farm may be but a portion. Their labour is at the command 
of any one who is disposed to hire it, so that, what with un- 
certainty of employment, and the fluctuation in the amount of 
their wages, they pass their lives in constant oscillations be- 
tween their cottages and the workhouse, with no alternative 
beyond, but starvation or the grave. Such is the general sys- 
tem which prevails through England. With the causes which 
have concurred to produce this system, we have, at present, 
nothing to do. It appears, however, that they are still in 
action, and country residents may, even now, observe that the 
tendency of large estate-holders is to extend their boundaries, 
and absorb the small freeholds which may yet be left around 
them. 

46. — The effect of this concentration of property may be 
regarded as, generally, unfavourable to the lower classes. 
It has the eifect described by * Archbishop Whately: — 
" Where a large proportion of the wealth of a community 
consists of the enormous and overgrown fortunes of a few, 
that community has by no means such promising prospects in 
respect to the intellectual and moral advancement of the rest 
of the people, or even of the possessors of those fortunes, 
with one which enjoys a greater diffusion of wealth." 

The landlord, speculating upon the fluctuations in the value 
of landed property, is unwilling to grant long leases upon 
terms whicli, though they may appear equitable at the time, 
may, afterwards, give, what he considers, an undue advantage 
to the tenant, as the land improves or the value of its pro- 
duce rises in the market. The farmer, on the other hand, 
is, naturally, unwilling to toil for the good of others, and he 
refrains from making those improvements in the land, of which, 
though it may ultimately increase its value, he himself may 
never reap the fruits ; besides this, although a large quantity 

* Lectures on Political Economy, No. 8. 
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of land is still waste and uncultivated, yet the trade of a 
farmer, like almost every other calling in this country, is con- 
siderably over-stocked ; the number of farms required being 
greater than the number of farms to be had, and competition, 
with all its unfortunate results, ensues ; the fanner agrees to 
pay an unreasonable rent, rather than be cast idle upon the 
world ; to maintain his family and pay that rent he has recourse 
to a system of strict economy ; and, in this system, the first 
and most obvious step is to diminish the wages of his farm 
labourers. Upon the latter class, the casualties incident on 
agricultural pursuits, fall with greatest severity ; every unfa- 
vourable change in our uncertain climate ; every fall in the . 
value of the produce of the soil, arising either from a glut of 
the market or from legislative measures, compels the fanner to 
shorten the wages, or, more generally speaking, to increase the 
misery of his labourers. 

47. — The example thus set by the lease-holding farmer, 
which is only justifiable on the ground of absolute necessity, 
is, too often, eagerly followed by the landed proprietors. 
The labouring classes are thus reduced to a condition of 
great poverty, many of them being dependent on private 
benevolence for their support during a great part of the 
year; on the other hand, it too frequently happens that 
farmers in the present day take more land than they have 
capital to manage. Hence, when a bad season arrives, they 
are driven to their wit's end to know what to do. Their 
labourers, at most times, are incompletely employed, and, 
when dismissed, are driven on the parish. This, in the shape 
of an increased Poor-rate, recoils on the farmers tihemselves. 
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Section 3. 

The necessity for Home Colonization or Systematic Emigration, 

Art. 48. — Of the necessity which now exists for an imme- 
diate, extensive, and practical scheme for the amelioration of 
the condition of the labouring portion of the population, 
agricultural and mechanic, there is no need of much de- 
monstration. At no former period in the history of this 
kingdom has such extreme misery existed, as at present; 
for, although it be true that the general condition of the 
people has vastly improved during the last SOO years, yet it 
. cannot be doubted but that there is, now, a class absolutely 
much more numerous than at any former period, which suffen, 
to the extreme limit of physical endurance ; the class com- 
posed of those who, in the excessive supply of labour, which, 
owing to the redundancy of population, exists in the present 
day, are unfortunate enough to be placed at the bottom of 
the scale. Besides this, the over-stocked state of the liberal 
professions ; the severe competition among tradesmen ; the 
precarious employment, scanty food, and low wages of the 
agricultural labourers in many parts of the kingdom ; the 
deplorable physical condition and social abasement of immense 
numbers of the artizans who inhabit our larger towns ; together 
with the fact that there exist multitudes, who habitually work at 
sedentary and unwholesome occupations for 13 or 14 hours a 
day, but whose toil is so ill requited, that they are never free 
from the care and hopeless anxiety which cannot but attend 
on a state of poverty, only one degree removed from the com- 
pletest destitution ; and who immediately sink, irretrievably, 
to the lowest condition, when sickness, which is constantly 
hovering over their debilitated frames, at length arrests the 
efforts of their feeble hands ; all, categorically elicited to the 
minutest detail, by the enquiries which have been set on foot 
during the last 20 years, and fearfully confirmed by the facts 
which are continually brought to our notice, with horrible 
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vividness^ in the mere perusal of the daily papers, must, collec- 
tively, be considered as the consequences of one leading cause: 
viz. the continual increase of the population, without a simul- 
taneous increase of the means of employment ; and, taken to- 
gether, afford an argument (than which no stronger could be 
adduced in proof of any assertion), that, in reality, there does, 
now, exist an urgent necessity for taking immediate and syste- 
matic measures towards greater improvement of their condition. 
4&. — This can only be effected by laying open a wide 
field of employment, in order to lessen the competition of 
capital with capital, and labour with labour, which is the 
permanent cause of distress. The ancient saying still holds, 
that when a parent is unable to make suitable provision 
for his offspring, it is time that the needy children should 
quit the parental roof and seek elsewhere for their daily 
bread. It has been suggested, that the furtherance of this 
object might be assisted by systematically endeavouring to 
reclaim the available tracts of uncultivated land in the United 
Kingdom. * These, in Ireland, occupy an area of nearly four 
million acres, of which one million and a half are reclaimable 
for the spade and the plough (with promise of great fertility), 
and about two millions and a half more are suitable for 
pasture. But a more adequate remedy would be found in 
the successful colonization of the distant territories of the 
British Empire. These include vast tracts of land of the 
the most exuberant fertility, only wanting capital and labour 
to cover them with abundant harvests, but, wanting these, are 
now covered with useless vegetation, and give shelter and 
sustenance to beasts. We may here be allowed to quote a 
striking remark of the distinguished economist, Mr. Mill — 
" The art of Colonization is but to carry the superfluity of the 
" one part of this Empire to repair the deficiency of the other ; 
** to cultivate the desert by applying to it the means that lie 

* [See note to page 167; only two-thirds of the uncultivated mountain and 
boglands are considered available:'] 
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idle at home ; in one word, to conTey the plough to the field, 
the workman to his work, the hungry to his food*** Itmaybe 
affirmed, with this author, that Colonization, in the present state 
of the world, is the very best affidr of business in which the ca- 
pital of an old and wealthy country could possibly be engaged. 
50. — The following Chapter contains a description of a 
plan for effectually accomplishing the reclamation of the 
waste and half-cultivated lands in Ireland, by purchasing 
those estates, and working them with English capital ; and, 
while raising up a body of independent yeomanry in that 
country, to diminish the competition for farms, and give 
increased employment to agricultural labourers. The same 
plan is, also, equally applicable to the systematic Colonization 
of our foreign possessions, and thus affords a practical 
method of improving the condition of the industrious classes ; 
while, at the same time, it offers a lucrative mode of invest- 
ment to those, who may be willing to advance the requisite 
capital. The pressure we have described can, in our opinion, 
be continuously alleviated, by a well-organised and vigorous 
system of emigration and of colonization combined with it, 
the only certain system of relief; unless, as has been said in 
reference specially to Ireland,* " we wait for the operation of 
famine and pestilence, to remove that, now, super-abundant 
population, which presents an insuperable obstacle to ultimate 
improvement. Even in a purely economical view of the 
matter, let any one compute carefully the annual cost of 
maintaining a given number of persons, to say nothing of 
their probable increase, for whom no profitable employment 
can be found; then let him estimate the outlay necessary, 
once for all, to settle, as colonists, the same number of per- 
sons, in such a way as to enable them to support themselves 
in plenty; and let the annual permanent burden of the former 
procedure be compared with the interest of the sum required 
for the other ;^' conviction must follow. 

^ Arehhithop Whately, App. D. to Srd Ed, of Lteturti on PolUieal Economy* 
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FREEHOLD LIFE ASSURANCE AND INVESTMENT APPLIED 
TO SYSTEMATIC COLONIZATION. 



^^ It is no longer a question whether emigration should he encouraged, Emi" 
gration is, now, indisputably shown to he the great outlet for these Idarids, 
As surely as Niagara relieves the inland seas of America, emigration is 
the door of safety for our human redu/ndance. But wo to the state that 
watches unconcerned the spontaneoiis remedies and escapes of a miserable 
crowd. As it values its own safety, it must take the matter in hand, 
direct the method, aud guide the issttes of the mighty operation. Future 
ages may rue the present neglect,*^ — Timbs. 



Art. 51. — In this and the succeeding chapter there are 
three leading principles under review, in reference to the 
important question of systematic emigration and colonization. 
The first is the basis of the plan of Freehold Life Assurance 
which, at last, is attracting so much attention, and was advo- 
cated by its originator, Mr. William Bridges, as far back as 
1842,* in a very able exposition of his views, now out of 
print, upon the subject of colonization. The second principle 
is involved in the well-known system supported by Mn 
Wakefield, of fostering and raising the status of emigrants, 
by transferring colonial land to a superior class of per- 
sons, not gratis, as heretofore, but on payment of a mode- 
rate purchase-money, and in applying the proceeds to pro- 
viding the colonies with healthy labourers, dispatched, to a 

. * Freehold Assurance ; or, the Extension of the principle of Life Assurance 
to Tenancy and Colonization.— By William Bridges. 1842. 
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certain degree^ at the national expense.^ The third is as yet 
untried, and we accept the responsibility of the recommen- 
dation. It consists in the establishment of Benefit Emigration 
and Colonization Societies, which, by the instrumentality of 
the co-operative association of the industrious classes, can be 
made to. supply that which is most essential, and yet wanting 
in the first two principles : viz., to create the necessary funds 
to enable emigrants, entirely through their own efforts, to 
become purchasers of land and other colonial requisites. 

52. — The nature of a Freehold Life Assurance Company 
may be easily and concisely explained. Suitable tracts of 
country being purchased from the existing proprietors, would, 
unless already in the desired state, be drained, fenced, and 
otherwise adapted for immediately profitable cultivation, at 
the expense of the company, and, so improved, be divided into 
small allotments, furnished with the requisite buildings, &c. 
These allotments would then be disposed of, by conveying the 
fee-simple thereof to chosen persons (who could, at once, enter 
upon and profitably cultivate the same), subject to a terminable 
rent charge, a part of which would consist of the interest of 
the capital expended, and would be, in point of fact, a rent like 
that which, in the usual relation of landlord and tenant, is paid 
for the hire of land ; while the remainder would consist of the 
premiums, which would be paid by the allottees, on the ordinary 
principles of Life Assurance, in order to secure, for each, the 
payment at his death of a sum equal to the estimated value of 
his particular allotment. On the death of one of these 
original Allottees, the sum assured would not be paid to his 
devisees or representatives, but, in lieu thereof, they would 

* [The Emigration commission, appointed in 1840, has power to devote the 
proceeds of Land-Sales to emigration, in the ratio of free passages for five 
adults in respect to every JBIOO worth of land purchased j but the purchaser 
himself and family cannot receive a passage under this privilege. The Poor- 
law Board have also a restricted power to sanction allowances towards free 
passages out of parochial money.— .(5m 4 & 6, IT. IV. <?. 76; 11 & 12, V. e. 
110; and also Land-Sales Act, 6 & 6 7., c, 36.)] 
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become tbe possessors of an imincumbered Freehold Estate ; 
The payment of the annual rent charge to the company 
during the life of the first occupier would be secured by a 
mortgage on the property. 

63. — This scheme is considered to be peculiarly fitted, 
not only for the improvement of our distant possessions, 
but also for Home Colonization, more particularly in the 
amelioration of the present condition of * Ireland, as in that 
country extensive tracts of land might be purchased at so low 
a rate (as has been determined by actual investigation), that, 
if they were adapted to the proposed purpose with proper 
skill and due economy, the rent charge, estimated as above, 
need not greatly exceed the sum which, under the present 
system of Landlord and Tenant, is frequently paid as rent 
alone, for even temporary occupation ; while it would, at the 
same time, be sufficient to realize a large interest for the capital 
originally expended, f ^^^ plan, no doubt, offars a means of 
bringing about a complete change in the social condition of 
that portion of the kingdom, by creating independent 
yeomen, possessed of the strongest inducements to industry : 
viz., that the fruits of their exertion would be all their own ; 
while a very high state of cultivation might be expected in 
the course of time, from the concentration of the care and 
diligence of each farmer on a limited acreage. With refer- 
ence to the last observation, we will here insert some judicious 
remarks of an observant and experienced traveller, Mr. Laing, 
although they form rather a long digression. 

64. — " If we listen to the large farmer, the scientific agri- 
culturist, or the political economist, good farming must perish 
with large farms ; the very idea, that good farming can 

* [" Were the security of property and the empire of the law as well estab- 
lished in Ireland as in Britain, land would certainly sell higher in the former 
than in the latter. Most Irish estates are, comparatively, in a state of nature, 
and afford capacities for the profitable outiay of capital that are all but 
unknown in England." — ^Me Culloch's British Empire.] 

f See also Note to Art. 12 re Freehold Land Societies, 
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existy unless on large farms eultLvated with great capital, 
thej hold to be absurd. Draining, manuring, economical 
arrangements, clearing the land, regular rotations, valuable 
stock and implements, all belong, exclusively, to large 
£aurms, worked by capital and by hired labour. This reads 
very well ; but if we raise our eyes from their books to 
their fields, and cooly compare what we see in the best dis- 
tricts farmed in large farms, with what we see in the best 
districts farmed in small farms, we see (there is no blinking 
the fact) better crops on the grounds in Flanders, East 
Friesland, Holstein, in short, on the whole line of arable 
land, of equal quality, of the continent from the Sound to 
Calais, than we see on the line of British coast opposite to 
this line, and in the same latitudes, from the Frith of Forth 
all round to Dover. Minute labour on small portions of 
arable ground gives, evidently, in equal soils and climate, a 
superior productiveness, where these small portions belong 
in property (as in Flanders, Holland, Friesland, and Dit- 
marsch in Holstein), to the farmer. It is not pretended by 
our agricultural writers, that our large farmers, even in 
Berwickshire, Roxburghshire, or the Lothians, approach to 
the garden-like cultivation, attention to manures, drainage, 
and clean state of the land, or in productiveness from a 
small space of soil not originally rich, which distinguish the 
small farmers of Flanders, or their system. In the best 
farmed parishes of England or Scotland, more land is 
wasted in the comers and borders of the fields of large 
farms ; in the roads through them, unnecessarily wide, 
because they are bad, and bad because they are wide; in 
neglected commons, waste spots, useless belts and clumps of 
sorry trees, and such unproductive areas, than would maintain 
the poor of the parish, if they were all laid together and 
cultivated. But large capital applied to farming is, of 
course, only applied to the very best of the soils of a 
country. It cannot touch the small unproductive spots. 
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which require more time and labour to fertilize them, than 
is consistent with a quick return of capital. But, although 
hired time and labour cannot be applied beneficially to such 
cultivation^ the owner's own time and labour may. He is 
working for no higher returns, at first, from his land than a 
bare living. But, in the course of generations, fertility 
and value are produced ; a better living, and even very 
improved processes of husbandry, are attained. Furrow 
draining, stall-feeding all the summer, liquid manures, are 
universal in the husbandry of the small farms of Flanders, 
Lombardy, and Switzerland. Our most improving districts, 
under large farms, are but beginning to adopt them. Dairy 
husbandry even, and the manufacture of the largest cheeses, 
by the co-operation of many small farmers; the mutual 
assurance of property against fire and hail-^torms, by the 
co-operation of small farmers ; the most scientific and ex- 
pensive of all agricultural operations in modem times : the 
manufacture of beetroot sugar ; the supply of the Euro- 
pean markets with flax and hemp by the husbandry of 
small farmers ; the abundance of legumes, fruits, poultry, 
in the usual diet of the lowest classes abroad, and the total 
want of such variety at the tables even of our middle 
classes, and this variety and abundance essentially connected 
with the husbandry of small farmers — ^all these are features 
in the occupation of a country by small proprietor farmers, 
which must make the enquirer pause before he admits the 
dogma of our land-doctors at home, that large farms, worked 
by hired labour and great capital, can alone bring out the 
greatest productiveness of the soil, and furnish the greatest 
supply of the necessaries and conveniences of life to the in- 
habitants of a country." 

55. — We will not, at present, enlarge on the beneficial 
results, which must obviously ensue from the application, on a 
large scale, of the system we have described, if properly 
carried out. A few remarks and suggestions present them- 
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aelyes with reference to its practical working. In the first 
place, it appears that the system of pure Life Assurance for 
the whole term of life might, in some cases, be conveniently 
modified* The adoption of the principle of payments for 
a fixed term of years, independent of life contingency, 
might sometimes be preferable ; as, for instance, in the case 
of a person whose life would not be accepted at the ordinary 
rates of life assurance, but who, from skill and knowledge 
of farming, might be so desirable as one of the allottees, 
that it would not be advisable to exclude him from partici- 
pating in the benefits offered by the association. It may, 
likewise, be remarked that the attraction of Benefit Building 
Societies has been found to consist in the fact, that they hold 
out a prospect of gratifying the desire, which is so universal, 
to acquire, during lifetime, possession of property, unincum- 
bered by charges of any description.* These considerations 
induce us to suggest, that the tenants should be allowed by 
the company the option of 3 plans : viz., — 

1st. To pay an Annuity, including repayment of principal, 
with interest in advance, for the whole life ; or — 

2nd. To pay the same for any term of years, to be selected 
at will by them, independent of Life Contingency. The 
property, passing to their heirs in case of death, with the re- 
mainder of the encumbrance, for the unelapsed number of 
years; or — 

3rd. To allow the payments to be made upon a princi- 
ple combining Life Contingency and Terms Certain, so that, 
if the life assured live over the term of years, which he will be 
at liberty to select as most suited to his means and wishes, he 
may have the property free of all encumbrance ; and, if he 
die beforehand, it may pass in a similar state to his heirs. 

66. — These three main distinctive plans admit of a great 
variety of adaptation. One, however, will be specially advisable. 

* [Refer to Chapter viii. in Pari I ., relative to Life Assurance applied to 
Benefit Building Societies.] 
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It is to make the pajrments as small as practicable for the first 
two or three years, so as to allow the farmer to get settled, 
and then that the rates should be increased. We would leave 
it at the option of each farmer to select his term and mode of 
payment, provided he offered satisfactory security. 

57. — Example 1 : — A life aged 30 might be assured for 
£2. 4i8, 8d, per cent, on the half premium system, for the first 
two years ; that is, during that time half the premiums might 
stand over on credit, as a trifling debt on the policy, to be paid 
off when convenient, and, if the first year's interest on the 
loan be permitted to stand over until the end of the same 
period, the farmer would have ample time to get his land 
in order. His payments to the company to liquidate a 
debt of £100, with interest at 6 per cent., within his life- 
time, would be £2. 4s. 8d, at once and £8. 4f8. 8d. afterwards, 
with this further advantage, that, on his death occurring, early 
or late, all claim of the company upon the property would cease. 

Other varieties of whole Life Policies might be effected, on 
ascending or decreasing scales. 

58. — Example 2 : — 

If the farmer, on account of his age, do not care to avail 
himself of Life Assurance, he can make his repayments by 
a table for a limited term of years, leaving his heirs to finish 
the same, should he die beforehand. 

Thus, if the advance be made for 19 years, the rate of 
annual repayment per £100, principal and interest, at 6 per 
cent, would be £8. 19*. 3d. at the end of each year. 

If the repayments do not begin until three years are expired, 
his repayments will be £10. Is. 4cJ., for a term of 19 years, 
as the debt to be liquidated would be then £112. 6*. 2dy in- 
stead of £100, from the arrears of 2 years interest. Similarly 
for other periods and rates of interest, 

59. — Example 3 : — 

If it be desired, he may combine the principles of Life 
Assurance and Terms Certain. Thus, at age 30, a healthy 
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life may eflTect an ' Endowment- Assurance' policy for £100, 
payable in full at death, or at 55, whichever happen first, in 
consideration of a yearly payment of 31. Ids. lOd. To liqui- 
date an advance of £100 his first payment would be SI. I9s. lOd. 
and 91. I9s. lOd. afterwards until the age of 55, if he should 
live thereto ; all debt ceasing if he die previously. 

60. — In like manner, the premiums may, also, be paid half- 
yearly or quarterly, at will. 

61. — It ought to be remarked, however, that, as very many 
of the lives assured (on account of the necessity of centra- 
lization of the company's mortgagors or borrowers into as 
few localities as possible), would be co-existent under the 
influence of the same foreign climate, or of the effect of other 
contingencies, no precaution would avail to protect the Life 

department against the loss, which a calamity, such as a fatal 
epidemic, might occasion; and, consequently, for some of 
our colonies, the objects of the plan proposed, would possibly 
not be attainable at the ordinary average rates of premium. 

62. — A few general objections have been offered by those, 
who have been unwilling to believe in the practicability of the 
scheme. Amongst others, it has been urged that the principle 
of Freehold Life Assurance creates an immoral tendency, by 
giving to the heirs of a farmer an interest in his death. But 
the same objection applies, and with equal truth, to general life 
assurance, to many cases of life annuities, and even to the 
law of hereditary succession, and is, in point of fact, founded 
on a gratuitous assumption not borne out by experience ; as it 
is only in some instances of Burial Societies among the most 
ignorant and degraded peasantry, that pecuniary interest in the 
death of an individual has become a regular incentive to crittie. 

63. — It has also been said, that, when the Redemption annuity 
extends throughout a man's life, every involuntary omission of 
the payments, which must be expected under the nature of the 
engagement, will either forfeit the policy, or cause a heavy 
debt to be added, with accumulated interest, to his other 
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payments^ thereby increasing his difficulties, and rendering 
the recurrence of omissions more and more probable. 

Tliis trifling obstacle can be surmounted by a properly ad- 
justed table of fines for irregularity of payment, and by a 
provision for the gradual liquidation of any extra debt, caused 
through unintentional neglect. 

64. — Again, some fear has been manifested lest an unsuit- 
able quality of land would fall to the'company in the locality of 
its operations. This contingency can only be averted by the 
careful discrimination of the parties employed in the wholesale 
purchase of land to be allotted. There are, undoubtedly, 
many acres of land in Ireland, in this country, or in the 
colonies, which could not be cultivated with advantage ; but 
there are also many, which require but the plough to give 
proofs of their fertility. Before concluding a purchase, it 
is to be expected that the company would avail itself of the 
experienced opinion of practical farmers, and other persons 
of judgment, both in and out of the neighbourhood, as to 
its probable capabilities. There are, generally, certain leading 
points which would scarcely be overlooked : viz., 

1st. An enquiry into the nature of the soil, its chemical 
composition and capabilities for drainage. 

Sndly. The various peculiarities of climate, by which the 
land would be influenced ; whether the situation be too high, 
and thus unfavourably exposed to bleak winds or strong sea 
breezes. 

3rdly. The facilities which the locality offers to the trans- 
fer of the produce of the soil to a good market. 

65. — Leaving aside theoretical discussion, we have evidence 
of increased disposition on the part of the public to en- 
courage, by the aid of these principles, systematic emi- 
gration and colonization, in the various associations which, 
under the names of emigration and colonization assurance 
companies, have lately been established, for the purpose of 
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carrying them into eifect. They state that, formerly, colonial 
lands were given away to emigrants, who were left to their own 
scattered, irregular, and unsupported efforts ; no means being 
provided to advance their interests at home, or to supply 
labour to the settlement. This was Emigration without 
Colonization. 

That, latterly, this evil has been partially remedied by the 
formation of companies in England, which, having obtained 
colonial land, retailed it to emigrants at various prices ; ap- 
plying the proceeds, after deducting expenses and profits, to 
providing a limited quantity of labour, and effecting other 
important objects. The main value of this improvement 
"consisted in the agency of the companies in the mother 
country, promoting and guiding emigration, directing enter- 
prise, opening trade, representing grievances, combining 
efiorts, and removing obstacles and difficulties beyond 
individual power to overcome." The capital of emigrants 
was, however, the fund by which this was effected. It was 
Colonization by Emigrant Capital alone. 

66. — The new companies contemplate not only emigration, 
but systematic colonization, by introducing a new element, 
viz. by bringing, not only the capital of the emigrant, but 
that of England, together, to bear upon the wilderness ; so 
as not to require the emigrant to pay for land entirely out of his 
capital, but out of the profits to be realised by the joint operation 
of his own labours and of the company's fostering exertions. 
They desire to effect Colonization by English and Emigrant 
capital united. 

67. — The first inducement to emigrants is presented in the 
adapting for them wide tracts of land to productive agricultu- 
ral enterprise, through arterial and thorough drainage ; by the 
erection of convenient farm-houses and cottages ; and by 
the laying out of settlements, divided into such allotments, 
as may be found expedient for the purpose of sale and dis- 
posal. When the' land has been so prepared, it would be let 
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outy with other requisites^ to the emigrating colonist who has 
but small means, that he may, by the payment of a rent 
charge, during a specified term of years, at the end of the 
period, become absolute possessor of the land for ever. This 
rent charge being calculated on the freehold assurance prin* 
ciple of affording to the shareholders of the company a fair 
rate of interest for the use of their money, and of re*placing 
the capital expended. • 

68. — The companies to which we allude are not all confined, 
in their operations, to one locality ; for it is generally acknow- 
ledged, that the principles both of freehold life assurance 
and freehold investment may be advantageously adapted to 
the facilitating of an extended scheme of colonization of the 
vast tracts of country which, in almost every part of the 
globe, form appendages to the British empire. The unprece- 
dented extent to which emigration takes place in the present 
day is well known ; the number of persons* annually leaving 



*[The following figures are extracted from the 10th Report of the Emigra- 
tion Commissioners: — 

''Emigration tbom the United Kinodoii dubino the 25 Yeabs, 

rBOM 1825 TO 1849 inclubiye. 



Years. 


United 
States. 


British 
Colonies. 

9,340 


Total. 


Years. 


United 
States. 


British 
Colonies. 


Total. 


1825 


5,551 


14,891 


1838 


14,332 


18,890 


33,222 


1826 


7,063 


13,837 


20,900 


1839 


33,536 


28,671 


62,207 


1827 


14,526 


13,477 


28,003 


1840 


40,642 


50,101 


90,743 


1828 


12,817 


13,275 


26,092 


1841 


45,017 


73,575 


118,592 


1829 


16,678 


15,520 


31,198 


1842 


63,852 


64,492 


128,344 


1830 


24,887 


32,020 


56,907 


1843 


28,335 


28,877 


57,212 


1831 


23,418 


59,742 


83,160 


1844 


43,660 


27,026 


70,686 


1832 


32,872 


70,268 


103,140 


1845 


58,538 


34,963 


93.501 


1833 


29,109 


33,418 


62,527 


1846 


82,239 


47,612 


129,851 


1834 


33,074 


43,148 


76,222 


1847 


142,154 


116,116 258,270 


1835 


26,720 


17,758 


44,478 


1848 


188,233 


59,856 248,089 


1836 


37,774 


37,643 


75,417 


1849 


219,450 


80,048 


299,498 


1837 


36,770 


35,264 


72,034 










Total...2,286,184, viz. United States, 1,260,247, Brit. Col*. 1,024,937. 



Average Annual Emigration from the United Kingdom for the ) g| 407" 
last twenty-five years ) ' 
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the shores of this kingdom being now of very great magni- 
tude. It is^ however^ an old remark, that emigration, to any 
extent, in so far as it is casual and unsystematic, does not 
form one step towards colonization, properly so called ; nor, 
indeed, we may add, can it be of much advantage to this 
country, as it cannot permanently diminish that disastrous 
competition both in labour, and capital, which, as before 
stated, is the origin of distress. On the one hand, the 

A comparison with the rate of increase of the population is interesting : by 
the Census of 1821 the population of the United Kingdom was... 21,193,458' 

■■•0«>-«- ••• ••• ••• •«• .»• ••• •». ••• •*. ••• .a4,oUO,Tlc7 

jLCt^x ••• ••• ... ••• ... ••• ••. ••• ••• ... ^OjffxVftTifM. 

The apparent average annual increment of population in the 10 years from 
1821 to 1831 is 1.40 per cent. ; that in the next period only 1.02 per cent ; we 
observe, therefore, the important effect, which Emigration has produced on 
these results. 

2. From the Colonies of Great Britain, alone, irrespective of the United 
States, whither a large number proceed, it is stated that a sum of upwards of 
a million and a 'quarter sterling is annually s^nt through Liverpool houses 
from persons who have emigrated, to enable poor relatives at home to pay 
their passage to the same quarter of the globe. 

3. The following memoranda, relative to those localities to which Emigrants 
mainly resort, are valuable : — 

« Country. Acres. Remarks. 

Australia, Western • 21,000,000 Amount purchased in fee and in 

occupation, about 1,600000 acres . 
The climate is temperate and has 
been generally found to be 
healthy to Europeans. There 
are no droughts like other parts 
of Australia. 

New South Wales... about 9,500,000 of About 200,000 acres have been 

grazing land is cultivated. Victoria, lately made 
in occupation. a separate colony, contains about 

^ or 64 millions of acres, and 
presents many attractive features 
for an Emigrant. The soil is 
about the best in the whole Island . 
Van Diemen*8 Land. Contains 23,437 Has attained a higher perfection, in 

square miles. an agricultural pomt of view, 

than any other of the Colonies. 

South Australia 192,000,000 acres. The only results that have occurred 

there of any note, have been the 
discovery of some valuable mines. 
This division, for the most part, 
has been unexplored. Aoout 
600,000 acres have been the 
amount of land sold. 
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capitalist (speaking generally), will not divert his attention to 
colonial investment, while the supply of labour which would 
alone make such investment profitable, is insufficient or 
fluctuating. On the other, the poor labourer, who is un- 
able to find continuous employment in this country, and who 
is, therefore, willing to emigrate, and carry the energies, which 
are superfluous at home, to any part of the world, where he 



" Country. 

99 



99 



New Zealand Islands 60,000,000 



Cape of Good Hope, 

and Natal 15,000,000 

alone. 



Canada, Upper 64,000,000 



Acres, Remarks. 

The demand for labourers in Aus- 
tralia is yet even great ; also for 
mechanics, such as blacksmiths, 
carpenters, and bricklayers; but 
for artizans and mechanics of a 
high order there is scarcely any 
demand. 

Perhaps in the whole world there 
is not a superior climate. Soil 
admirably adapted for Coloniza- 
tion. 

Climate good. Presents much at- 

in Natal traction for small capitalists. The 

cuHivation of coffee, cotton, su> 

far and even indigo and rice haye 
een attended with good results. 

There are about 4,000,000 acres 
ayailable. Soil fertile. Climate: 
cold of winter not so severe ajs 
in Lower Canada. In addition 
to indigo, cotton, and tobacco, 
its mulberry trees are cultivated. 

Nearly 10,000,000 acres available 
for settlement. Winter severe. 
Climate generally favourable, but 
there are many unhealthy dis- 
tricts. 

12,300,000 vacant, 6,600,000 grant- 
ed, only 50,000 cleared. 

Soil productive, if properly culti- 
vated; but emigrants, and the 
colonists themselves, pay more 
attention to the fisheries." 

The whole of the British provinces in North America are calculated as em- 
bracing 4,000,000 square miles. 

4. The return also gives an account of the persons and vessels employed by 
the Emigration Commissioners, and of the receipts and disbursements for the 
last three years. The funds at the disposal of the commisssioners have been 
J£96,254, voted by Parliament ; i&51 7,011, contributed by the colonies ; 
J627,050, deposits made with the commissioners for the purchase of land ; 
£76,580, contributed on behalf of emigrants; and ^£8,298, miscellaneous, 
including profits by investment — total £725,104. The disbursements balanced 
against these amount to £677,459.] 

P 2 



99 



Lower 137,000,000 



New Brunswick 18,900,000 

Newfoundland 2,300,000 
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maj turn them to account^ is compelled, by the circumstance 
of his poverty, to remain where he is and suffer a life of de- 
pendence and distress. In this view, it is plain that the majo- 
rity of emigrants must consist of persons whose means, though 
too scanty to shelter them from the pressure of competition 
at home, are yet sufficient to pay the cost of their passage 
and to maintain them for a time on their arrival at their 
destination ; a preliminary outlay which absorbs a large pro- 
portion of their means, so that they have little left for pro- 
spective improvement. Emigration, therefore, did not promise 
to be of much utility in relieving the distress of the labouring 
classes at home, or in furthering the colonization of our 
foreign possessions, until Mr, Wakefield proposed a system 
of colonization, the main principles of which, viz., the sale 
of colonial lands at a uniform price, and the application of 
the proceeds of such sales to the carrying out of young and 
healthy labourers of both sexes, deserve general approbation. 
The scheme was, indeed, evidently calculated to obviate the 
defects which have been indicated as attaching to unsyste- 
matic emigration, as its application would obviously tend to 
relieve the pressure in the labour market, and, at the same 
time, offer to capitalists a good prospect of advantageous 
investment in colonial land, giving assurance of the certainty 
of obtaining the supply of labour requisite to make it pro- 
ductive and profitable. Its practical application, however, 
is open to several objections, which have given rise to 
various modifications that have been under discussion. Thus, 
on considering the circumstances of a colony to be constituted 
according to Mr. Wakefield's theory, it is evident that the 
necessity for a plentiful supply of labour would be urgent at 
the beginning of its existence, when, nevertheless, the land 
sold would probably be of so small extent, that the sums arising 
from such sales would be inadequate to furnish that supply. 
Hence, it has become a question of importance, whether it might 
not be expedient for the infant colony to raise a fund for the 
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importation of labour^ by means of a loan, negociated on the 
security of future land sales ; it being supposed that, with a 
guarantee from the mother country, such a loan could be 
obtained at a moderate rate of interest. The expediency of a 
proceeding, under the above circumstances, has been indicated 
with great clearness by the late Mr. C. BuUer, whose opinion 
must be always entitled to respect : — 

" No doubt, great caution would be requisite in thus fore- 
stalling the resources of a colony ; but, on the other hand, a 
debt contracted for such a purpose is not an unproductive 
waste of capital, such as the national debt, nor is it to be 
likened to the debts of individuals, contracted for the enjoy- 
ment of the moment. It is rather to be compared to those 
debts which wise landlords often deliberately contract, for the 
purpose of giving additional value to their estates, or to the 
loans by which half the enterprises of trade are undertaken, 
and which are to be regarded as resources of fvture wealth, 
not embarrassment." 

We shall not occupy our space by making any reflections 
on these judicious remarks, but shall proceed to indicate, 
briefly, the advantages which the principle of Freehold Life 
Assurance offers in respect to Colonization. 

69. — It is plain that Mr. Wakefield's system, in its original 
shape, only offers the means of advantageous emigration to la- 
bourers, and holds out, thereby, an inducement to capitalists to 
direct their attention to the colonies. But it is not of equal bene- 
fit to that numerous class, so eligible as colOiiial emigrants, who 
are possessed of a small amount of capital^ «nd whose intelli- 
gence and activity fit them for a situation above that of the 
hired labourer. The necessary outlay in the purchase of 
land for improvements thereon, and of the ij»plements of farm- 
ing, is, moreover, not unfrequently, so larga,'. compared with 
the means at their disposal, as, for son\^ ^^e, to cripple 
their exertions. * ' - 

70. — The true Art of colonization consists/ therefore, not in 



S14 FREEHOLD LIFE ASSURANCE AND INTESTMENT 

the creation of orer-grown farms, in the hands of a few capital- 
ists, with hired labourers, whose condition is not much better 
than it would hare been in England ; but in the affording of 
facilities to the emigratioii and subsequent well-doing of the 
medium class of persons, who are, eTen at hcnne, by dint of in* 
dustry and prudence, accompanied with the possession of energy 
and fore-thought, and no inconsiderable share of information, 
able to lire on and effect small savings ; and who, naturally 
enough, would be glad to emigrate to a new country, where 
their lot would be somewhat less arduous. The object of a 
parental government should be, not to get rid of the ignorant 
and poor who, for that very reason, are not fit to become the 
basis of a new colony, of which they would be in preponde- 
rance of number, but to supply the younger country with 
individuals possessing those qualities of intelligence and 
moral character, which are even more required from them 
abroad than at home. Let this be done, and, the pressure 
from above of over-population being removed, even the worst 
class of those who remain, would speedily rise to the level, 
and improve both in their nature and worldly condition. 

71. — For this purpose, no legislative facilities have yet ever 
been accorded, or even contemplated; and it is left to the 
union of private enterprise and capita], to supply those means 
for systematic emigration and colonization, which are daily 
more and more felt to be required. This is the object of a 
Freehold Life Assurance Company and a system of Benefit 
Emigration Societies, of which details are given further on. 

By the aid of a company at home, the emigrant of the 
superior class, we have alluded to, could obtain a loan from the 
time of his emigration, of sufficient additional capital, to give 
scope to his exertions and energy ; and he would, probably, 
in a few years, be able to repay the money with liberal 
interest, suitable to the risk incurred by the lenders and the 
advantage derived by himself. The money would (as in the 
former instances of the application of Freehold Assurance), be 
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lent upon the security of the land, ynth the deposit of a policy 
of insurance on the life of the emigrant ; or it might be found 
expedient, in some instances, to take personal security. We 
shall conclude this chapter by quoting some* remarks upon 
the subject, which are well worthy of a reprint, and refer 
to the succeeding chapter for the developement of a prin- 
ciple of Benefit Emigration Association, which may serve 
as the basis of an extensive application of the systems ad- 
vocated by Mr. Bridges and Mr. Wakefield. 

72. — '' Say that the emigrant commences in his adopted land 
the cultivation of his little farm ; at the end of the first year 
he reaps his crop and sells the produce, which is sufficient, we 
will imagine, for the support of himself and family, and also 
affordsr^eans of raising another crop. As, however, if a 
demand were made upon him for interest on the advance, he 
would, in all likelihood, be unable to answer it ; no re-pay- 
ment should be expected from him in that shape till the lapse 
of at least two years from the date of his entry. 

'^ Let a case be supposed that may occur, viz., that in the 
course of a few years the emigrant dies, leaving a widow and 
one or two young children ; It cannot be expected, in their 
circumstances, thai the survivors will be able to meet a de- 
mand for the principal or interest of the debt; but by the opera- 
tion of life assurance on a large number of transactions, the 
parties advancing the money would lose nothing ; while the 
widow could retain her farm, the price, which was contracted 
for its purchase, having been paid during lifetime. It matters 
not at what age a particular emigrant may die, as such a 
sum would be paid by each as would, one with another, 
make up the sum advanced with interest. 

" The advantages of such a system to the emigrant hardly 
reqtiire to be pointed out ; from a situation of penury and 
dependence in this country, he is removed to one of comfort 

* Bridges on Freehold Assurance. 
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and respectability in the colonies. While the rent-charge is 
unredeemed, he is in the same situation with a farmer in this 
country, having also the great additional advantage, that he 
cannot be turned out of his farm so long as he pays that rent, 
and that at whatever time he may die, he transmits to his 
heirs a valuable inheritance, free from all future pecuniary 
burden ; he may also redeem his land during his lifetime, by 
paying up the sum due ; and, considering the rapid accumu- 
lation of wealth in colonial countries in the hands of the 
frugal and iodustrious, there is no delusion in supposing that 
in the course of a few years the emigrant may raise himself 
to the position of a free owner of an imburdened estate, 
under his own cultivation. The happy prospects thus opened 
up to men struggling in this country with undue competition, 
and imable, with all the aids of mechanical skill and industri- 
ous perseverance, to earn a just reward for their exertions — 
' a fair day's wages for a fair day's work' — ^it is unnecessary to 
enlarge upon. 

'' On the other hand, the same system, with nothing more 
than the preliminary advance of capital, might be carried on 
to the same extent every year ; for it is obvious, that, so soon 
as the third year of the emigrant's settlement had commenced, 
the annual returns would immediately show, either that the 
system was likely to do well or to prove a failure. If the 
rents were punctually paid on the average, capitalists would 
have no hesitation in advancing money on such security, to be 
applied in the same way. It is in the outset of such a 
scheme that all the risk lies. When once fairly organized, it 
acquires a self-supporting power, which insures success. It 
is obvious that the base upon which it rests, landed security, 
is the most solid foundation of credit, when the land is culti- 
vated and productive ; and that it must become so in a few 
years, under the vigorous exertions of men working for 
themselves, for their wives and families, who have so noble a 
reward for their labours always before them, cannot be disputed. 
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73. — '' It may be said that the scheme will possibly fail, 
because the emigrants^ secure in the possession of their farms 
and houses, will refuse to pay the annual demands when due, 
trusting to their numbers and the weakness of government in 
a distant colony ; that, even though the government have the 
power, it would be unwise to exercise it ; from the general 
disorder into which the colony would.be thrown by so many 
forcible ejections. We must confess that we see no sufficient 
grounds for entertaining such fears. If we take the instance of 
Ireland, a country more imfavourable to the expectation of 
tenants performing their engagements to landlords, on many 
accounts, such as difference of religion, mutual exasperation, 
and too high rents, we* find that the payments, so far from 
being refused, are made as punctually as in England. If 
proper care be exercised in ascertaining the habits and 
character of the emigrants, and in sending out only such as are 
recommended for sobriety and industry, there can be no great 
fear as to success ; if the executive were unable to enforce the 
law in the colonies, as well as at home, there would be an end 
to all government. This has not been the case hitherto, in any 
British colony, if we except the, now. United States ; but that 
arose from the attempt to impose an unjust and arbitrary tax- 
ation upon the colonies, and is altogether a dissimilar case. 
With regard to the danger of disturbing the country by an 
extensive series of ejectments, there is no reason to believe 
that any such resistance would be offered to a government both 
able and resolved to maintain the law against every offender. 
In the very unlikely event, therefore, of any such combination, 
a few examples would demonstrate to the refractory class the 
hopelessness of any such contest. 

74. — " It is also to be considered that, at the utmost, the 



* [This was written by Mr. Bridges in 1842, previous to those critical 
changes and misfortimes, which have since so pressed upon the ability of the 
renting farmers, that they have found it difficult to redeem obligations con- 
tracted under more fayourable conditions.] 
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CHAPTER V. 

ON THE FORMATION OF BENEFIT EMIGRATION AND 

COLONIZATION SOCIETIES. 

Art. 75. — We will now consider the elements of the third 
principle alluded to at the beginning of the preceding Chapter. 
It appears to ua, that ^Societies under the above title, 
might be formed for the purpose of carrying out, with the 
view to systematic colonization, the principle of Freehold Life 
Assurance, in union with that of the ordinary Benefit Build- 
ing Societies. Of the advantages to be derived from a system 
of Freehold Assurance, enough has already been said. That 
it has not yet come into any very extensive operation can be 
attributed only to the difficulty which eidsts in creating the 
large capital requisite for the purpose. The capital of an 
ordinary joint stock company cannot, at all times, be collected 
with facility, as it has to be furnished by a comparatively 
small number of persons in instalments, within one or two 
years; and it is sunk for a length of time, generally equal 
to the duration of the company. Where the investment is 
permanent, or similar to that of railways or canals, the 
shareholder cannot recover his money, except by throwing his 
shares into the market, and exposing himself to sell them at 
a heavy loss. If the capital be only engaged for a time, the 
operations of the society would either be much limited or 
soon cease altogether. This would be more particularly the 
case with a Freehold Assurance Joint Stock Company^for 
colonization, as the withdrawal of its capital would, at once, 
put a stop to any further progress. To obviate this difficulty, 

* [The recent Friendly Societies Act of August, 1860, 13 & 14 V. c. 115, 
contains an express provision, inserted at the eleventh hour, for the en- 
couragement of Benefit Emigration Societies.] 
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we propose, that, in co-operation with such a central com- 
pany to be possessed, intentionally, of but a small capital itself, 
there should be adopted the system of the Investing share- 
holders of a Benefit Building Society ; or, in other words, 
that the requisite funds should be created by small instalments, 
payable by way of periodic subscriptions to Branch Benefit 
Emigration and Colonization Societies, to be established in 
all parts of the kingdom. 

76. — The money subscribed by the investing shareholders 
could be applied, through the agency of the central company, 
to the wholesale purchase of land in a small number of se- 
lected localities in the colonies, to be mortgaged in allotments 
to such of the *branch members as desired to become 
colonizing tenants. The available means of each Benefit 
Society would be continually increasing, by the taking up of 
new shares by fresh investers, and by the repayments of 
colonists, which, together, would come in so rapidly as to 
regenerate continuously the lending fund. Many peissons 
would join such a society for a limited period, as 10 or 1^ 
years, either to obtain possession of small allotments of 
colonial land, previously improved by sufficient preparation 

* [That admirable lady, Mrs. Chisholm, has tested, by experience,. the 
safety of according advances even to emigrants of the poorest class. In a 
notice relative to the benevolent Loan Colonization Society, which is nnder 
her auspices, we find it recorded ''that loans, made on a very extensive scale, 
in aid of passage money, on the joint security of successive bodies of emi- 
grants, have been, with inconsiderable exceptions, repaid with honourable 
punctuality." The principle of that society is to help the poor man by enabling 
him to help himself. By careful and excellent arrangements its ships afford a 
passage to an adult for only £12 ; to a child below 15 for £6. Of this he is 
required to pay down one-half; the society then lends him the remainder, and 
has agents in Australia who secure repayment of this loan within 2 years after 
his arrival. Thus the poor man's own frugality and self-denial are called 
into play, and the society makes them available for his emigration. '* Up- 
wards of 200 poor people, who have been paying their little weekly in- 
stalments for nearly 2 years, have now subscribed, in this way, 0^1,500, 
which is more than their quota. The loans, when repaid, go to equip another 
ship, and then another ; so that J&IO, in the course of time, may send out 
many emigrants, saving them from probable starvation, at home, and, at the 
same time, bringing into action their own virtues of prudence and industry."] 
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thereon, in the nature of drainage, roads, &c,, (which could be 
effected by the central company at a moderate cost in the gross, 
and yet, when subdivided, yielding to it a handsome profit,) or to 
receive at the end of that time, counted from the month of their 
entry, the amount of the subscribed shares in full, equivalent 
to the accumulation of their subscriptions, at a reasonable rate 
of compound interest, not lower than that of the public funds, 
77.— The Central Company would thus act as the agent of 
numerous Benefit Societies. It would, in fact, be the super- 
association of separate groups of associating individuals, and 
would be able to perform, or cause to be effected, ail that 
would be out of the power of one branch society. The 
company would be essential to them, and they would give 
vitality to it. Hence, undiminished power would be secured 
for carrying out, for ever, the object for which the colonizing 
company was originally formed ; even though the membership 
in the local benefit society of each investing shareholder, 
on the one hemd, and of a borrowing tenant, on the other, 
would be limited. The surplzcs profits of the central asso- 
ciation would be periodically divided among the shareholders 
thereof, a portion being reserved to be carried to the 
credit of the shares of the branch societies, as an encou- 
ragement to persevere, and it might be made payable to the 
subscribers at the expiration of their membership. The profits 
to be divided would be materially increased by the power, 
which a permanent institution has of benefitting by that 
augmentation, in the value of the reserved lots of land, which 
would be consequent on the general improvements introduced 
on the property. Practically, the position of the tenants 
would be the same in either case, but by the aid of Branch 
Benefit Emigration Societies, that main diflSculty would thus 
be removed, of obtaining the desired capital, which, in all 
enterprizes, has been found to consist in the natural unwil- 
lingness on the part of the public to sink, as proprietors of a 
Joint Stock Company, large sums at once, for an indefinite 
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number of years. By the plan proposed, the necessary funds 
would speedily be obtained, through the small contributions of 
the multitude of provident persons who exist in this country. 

78. — ^We do not apprehend that there would be any ob- 
stacle to obtaining investers for the Benefit Emigration So- 
cieties, since the agency and protection of the Central Company 
would ensure to them as good, if not better, security, as in the 
ordinary mutual associations which swarm in such numbers, and 
of which the ^pecuniary resources have attained to such large 
amounts. The security offered, being freehold land, would 
increase every day in value from the improvements which the 
tenant farmer would introduce upon it ; and, from his repay- 
ments being made in gradual instalments, the risk of each 
branch association would be gradually on the decrease. 
Also, from its being a subscription society, the managers, at 
all times, would have the power of extending, curtailing, or 
putting an end to its operations. 

79. — For unity of design and simplicity of working, the 
freehold mortgagors should have their lands, as much as 
possible, situate in the vicinity of each other, so that the 
collection of rents may be facilitated, and the expense of the 
same kept within a small limit. It is evident that such a com- 
bination would give rise to many settlements. Half-a-dozen 
emigrants from each of 100 associations would at once constitute 
an important nucleus of 600 individuals co-operating together. 
The nature of such Benefit Emigration Societies is such as to 

* [In recent statistical papers it is stated that there are 10,433 enrolled 
Friendly Societies, numbering 1,600,000 members, who subscribe an annual 
revenue of ^2,800,000, and have accumulated a capital fund of J&6,400,000. 
There are also a vast number of unenrolled societies. Of the Manchester 
Unity there are also 4,000 societies, with 264,000 members, who subscribe 
jf 400,000 a year. In addition, there are the unenrolled Foresters, Druids, 
Rechabites, Old Friends, and others. The total is taken at 33,223 Societies, 
with 3,052,000 members, who subscribe ;?4,980,000 a year, and have a capital 
fund of £11,360,000. The whole adult male population of Great Britain and 
Ireland was, at the last census, 6,300,000 ; therefore nearly half the adult 
male population, without distinction of rich and poor, are actually members of 
these societies.] 
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ensure their legal existence by the power reserved in the 
clauses of the new Friendly Societies Act of 1850, and if 
Life Assurance contingencies were also undertaken^ that 
department would be singularly benefited by the other pri- 
vileges appertaining to that Act. The operations of the 
central company and the branch benefit societies should 
be kept perfectly distinct, both as regards the deed of the 
one and the registered rules of the others. The only con- 
nection between the two consisting in the protection, in- 
fluence, and assistance which the centre would afford to 
the branches; in the watchful attention to their rights, 
both at home and abroad; in the securing for them all the 
advantages that would accrue from the purchase and sale of 
land, with other requisites, at wholesale prices ; and in facili- 
tating, by the power which an important company alone can 
possess, the progress of the emigrant from his native country 
to the spot of his selection, without the regrets and dis- 
comfort that have, too often, been, hitherto, experienced by 
those who have endeavoured, single handed, to better their 
fortunes in another land. 

80, — Moreover, the agreement of a number of benefit 
emigration societies, to make use of the agency of one cen- 
tral company for the furtherance of their objects, would 
justify the expense, on the part of the latter institution, of 
appointing Labour Referees in the leading towns of the 
colonies, whose duty it would be to keep up constant com- 
munications with the head quarters in England, upon the 
state of the labour market in each seat of colonization, in 
order to procure, not only information of the probable chances of 
those emigrants who do not purchase land, obtaining employ- 
ment, but even to secure it for them on their arrival ; and, in 
fact, to provide the benefit societies in the United Kingdom, 
through the instrumentality of their centre, with periodic 
authentic details, upon every colonial subject that is likely to 
interest the members. 
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81. — Colonists of European extraction would probably 
associate themselves for the purpose of lending aid to their 
fellow countrymen, not to meet their pecuniary wants, but to 
furnish them with counsel and guidance, and, by information 
transmitted from time to time, to assist in preparing the emi- 
grant with a knowledge of his prospects and difficulties on 
arriving at the colony of his selection. 

82. — Of the constitution of the Company itself, it is not ne- 
cessary for us to speak. The numbers of them, that have been 
lately formed, and the activity with which they are promoted, 
manifest sufficiently that, to the grand cause of systematic 
emigration, neither the support of the wealthy, nor the ability 
of men of business, is wanting. If they have not yet proved 
successful, it can be attributed only to a lack, on the part of 
the managers, of that special acquaintance with the habits 
and tone of mind of the industrious classes, which alone could 
enable them to secure their confidence. Such deficiency 
will, however, soon be remedied. 

83. — The rules of all the Branch Societies might be simi- 
lar in their leading details, which may be shortly resumed 
thus: — They should be formed on a principle analogous 
to that of a Benefit Building Society ; the only real difier- 
ence being in the purposes to which the funds of the societ3" 
are to be applied ; instead of advancing the money towards 
the purchase of houses or land in England, the object would 
be to gratify the desire of emigration. Intending emigrants 
would join a Benefit Society as investers, and perform the 
conditions attached to that position ; after they have acquired 
sufficient standing by rotation or by ballot they would become 
eligible to be sent out as colonists ; that is to say, land and 
other requisites would be supplied to them at a price, either 
to be paid for at once or by gradual instalments. 

84. — The following extracts from a set of rules that we 
have prepared, as suitable for the object under consideration, 
will serve to illustrate the principle ; — viz. : — 
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« BENEFIT EMIGRATION AND COLONIZATION SOCIETY. 

£50 Shares. "Weekly payments, per share. Entrance Fee 

2#. 6d. per £50 Share. Half-shares of ^25 may also be taken - 

L Name and Object of the Society, 

That this society shall be called the 

Benefit Emigration and Colonization Society. Its object is to raise a 

fund to enable its members to emigrate, and, if they desire it, to 

receive an advance in full, or in part, of a share or shares, for the 

purpose of purchasing land and other requisites in any part of the 

Colonies dependent on Great Britain (or of the United States of 

America), on a system of purchase, as is hereinafter laid down ; also 

to enable provident persons, who may have no immediate desire of 

emigrating, to invest their savings, at interest, in subscriptions upon 

shares to be received in full, out of the fands of the society when 

realized. 

n. Time and Place of Meeting, — See Rule 2, Page 95. 

III. Power of Investment. 

That the Directors of this Benefit Emigration and Colonizatio 
Society shall have power to invest the whole or part of the sub^ 
scriptions collected, from time to time, from the members, either in 
public securities or to deposit the same on the security of debentures 

bearing interest, not lower than per cent., to be given by the 

Emigration Company of London. The said debentures to be 

undertakings on the part of the said Emigration Company, that 

it shall be liable for aU monies so invested, until the same be either 
repaid, with the above rate of interest, or be accounted for, pursuant 
to agreement, in land and other colonial requisites, provided for such 
members of this Benefit Society, as may become emigrants, on such 
terms as the boards of directors of the ■ ■ ■ Emigration Company 
of London, and of this Benefit Emigration Society, may severally 
and jointly agree. 

IV. Share Subscriptions, 

That the shares shall be of the ultimate value of £.50 each, to be 
paid to each member, at his option, in money, or in general requisites 
for emigration, in allotments of land, &c. &c. 

Q 
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CLASS 1. 

Entrance Fee 2s. 6d. Subscriptions • per week until 

the said subscriptions, with a proportionate part of the profits of 
the society (to be estimated yearly), shall amount to £50. With- 
drawals will be allowed on giving weeks' notice^ according 

to the terms of Table 1 , rule , further on. 

CLASS 2. 
Endowment Shares, 

Entrance Fee Weekly subscription, varying with tho 

age, according to Table 2., to amount, with a share of the profits, to 
£50, on the child attaining the age of 18 or 20. The whole of the 

amount paid in to be returned with interest, at per cent., to 

the parent, in the event of the previous death of the child, or in 

ease of his desiring to withdraw, by giving weeks' notice. 

TABLE 2. 



CLASS 3. 
Tontine Shares. 

Entrance Fee Weekly subscriptions, J*. The aggregate 

of each year s subscriptions shall be collected into classes, according 
to the then age of the nominee, and credited with compound interest. 
At a specified age, 18 or 20,* the accumulated results of each years 
class shall be divided among survivors of that class. 

That no new nominees be admitted exceeding the age of 1 1 years. 
That the interest, yearly allotted to each class, from the proceeds 
of the society's investments, be proportionate to the already accu- 
mulated amount of money in that class. There shall be, in all, 1 1 

[* Tables 13 and 14 are interesting, as shewing the number of infants under 
1 year of age, -who surrive to 18 or 20. If 1000 infants of both sexes were 
enrolled in a Tontine, and iBlOO staked upon each of them, the survivors at 
20, supposing the money to have been^ meanwhile, invested at 5 per cent, 
compound interest, and their number to be 660, would receive a part of 
dB266,320, or ^^402 each for the £100 originaUy invested. This remarkable 
increase in the value of money, contingent upon lives, may, evidently, be 
adapted with advantage. — See also Chapter 2, Part 2, on the Tontine prineipU.I 
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classes. Into any class, the nominees in which have attained to a 
given age, new nominees of the same age may be admitted, on 
paying afterwards a proportionate rate of subscription. The pay- 
ments shall cease in case of the death of a nominee or nominees, 
and the past subscriptions become forfeit to the society. A subscriber 
may purchase the right to two nominations, for which the weekly 
payment, somewhat more than for one, shall be estimated by an Ac- 
tuary, BO that, in the event of the death of one nominee, he may 
nominate a second, out of his own family, or by the sale of his no- 
mination right to some other person. The new nominee partaking of 
all the privileges of the first. 

Single deposits will be received in composition of future weekly 
payments. 

TABLE 3. 



Age next 
birthday. 



1 

2 
3 

4 
5 
6 
7 
8 
9 
10 
11 



Week*g payment for a 



Single Nomination. 



Double Nomination. 



Half-shares may also be issued on pa3nnent of an entrance fee of 
1*. 6d.^ and half the weekly subscriptions for whole shares. An 
allowance, to be fixed, from time to time, by the consulting actuary, 
will be made on all subscriptions paid in advance, for a period of 
not less than twelve months. 



V. Advances and Repayments, 

That sums of money, from £25 upwards, may be advanced to 
those members, who have paid, at least, one year's subscriptions, ac- 
cording to the scale of repayments in Table 4, with such security as 
the directors shall consider adequate and sufficient. 
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TABLE 4. 



Provided, that a certificate be obtained (in tbe case of money being 
advanced to a member who has purchased therewith land, through 

the Emigration Company of London), that the land, so purchased, 

is adequate security for the same. That the sum for which security 
by a mortgage on the allotment of land shall be taken, shall be the 
difference between the amount of money advanced and the total of 
the net subscriptions paid up by the borrowing member. Provided, 
that such net subscriptions be first charged, with all necessary 
declarations for arrears of fines, fees, &c., and with a proportion of the 
past expenses and losses (if any), of the society; provided also, that, 
towards the liquidations of his repayments, the borrower be credited 
with his proportion (if any), of the profits of the society, that may 
have been realized, in the opinion of the consulting actuary, previous 
to the time of his (the borrower) obtaining an advance. That, in 
no case, shall the amount of money advanced exceed two-thirds of 
the cost of the land which the borrower purchases. 

That, in consideration of the aforesaid repayments so agreed, 
borrowing members shall not be called upon to contribute any other 
sums after the date of their advances, towards expenses or contingen- 
cies, excepting such fines, transfer or other fees, as may be hereafter 
mentioned in these rules. 

That, any member for whom an allotment of land shall have 
been procured, shall, within a period previously agreed upon, be 
ready to proceed to the place where it is situated, and to occupy the 
same, subject to the forfeit of a sum not exceeding one half of his 

paid-up subscriptions, unless the board of directors of the 

Emigration Company of London shall give an extension of time, 
or unless he succeed in procuring another member to go out in 

his place, in which case a transfer fee of shillings shall be paid 

by him to the general fund of this benefit society. 

That the expenses of legal enquiry into the purchase of the pro- 
perty^ and of the survey, shall be borne by this benefit society from 
its general funds. 
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That the repayments, in case of advances made npon lands in the 
colonies (to a value exceeding the net amount of a member s sub* 
scriptions), shall be made at the end of the first year, next following 
the arrival of the emigrant to the seat of his allotment, and shall 
continue, after that, to be made for the full period for which the 
advance may have been originally taken, unless the mortgage be pre- 
viously redeemed ; and that, in all cases, such repa3nnents shall be 
due on the 1st days of January, ApriL» July, and October in each 
year, and be respectively made thereon. 

That the directors of this society shall have power to make 
arrangements with the — — — Emigration Company, that 
all Rents, and other payments due to this society, may be duly col- 
lected and received on its behalf, by the instrumentality of thd 
Emigration Company, at such remuneration, by com- 
mission or otherwise, as may be found advisable. 

That this society shall receive deposits of any sura not less than £5, 

allowing interest at a rate not exceeding — per cent., payable yearly. 

VI. Security for Advances. 
QThis, and additional rules, will be required, similar to those in 
the draft set of rules for a permanent benefit building society, C*^ 
pa^e 94 J. The mortgage and conveyance deeds must be settled ac- 
cording to the laws of the colony or state where the land is situated.^ " 



85. — *The directors of the central company, by means of a 
debenture or otherwise, can give an undertaking that the 
company shall be liable to the branch society, either for a 
return of the money received, with interest, or to pro^de its 
equivalent in kind, that is, in the shape of land, buildings 
thereon, or other requisites. 

86. — The funds of either company or society should, in 
the event of more money being subscribed than there is re- 

* [It may be thought, with some justice, that the place of such a central 
company should be taken by a parental government, as having all the means 
and appliances ready at hand to carry out the desired object. In our opinion, 
however, an ordinary joint stock company, with sufficient privileges and 
powers obtained from parliament, suitable to the vast national importance of 
its operations, would find its advantage in undertaking the business, as a sim- 
ple commercial speculation, where the profits would be large, and the risk 
inconsiderable.] 
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quired for immediate use, be at once invested in government 
or other good securities, so that they may be always, realiz- 
ing, at least, a moderate rate of interest.* 

87. — In the above it is seen, that the investers who become 
emigrants will either complete at once ^the purchase of the 
land,* at wholesale price, through the central company, with 
their own money, when they have saved enough for the pur- 
pose ; or the benefit society will grant them an advance 
to complete the purchase of the land and colonial requisites, 
provided the emigrant can himself pay down a portion (say 
one third), of the total cost thereof. The remainder being 
secured by a bond for a short period of years, or, perhaps, in 
select instances, for life, with the aid of a f policy of assurance* 



* [The following is a summary of the modes of sale and prices in the prin- 
cipal land-selling colonies on the present system of land-sales and emigration. 


COLONY. 


Mode of Sale. 


Price per Acre. 


North American 
Colonies — 

Canada (West) . . 

Canada (East) ... 

Nova Scotia 

New Bmnswick . 

PrinceEdwardls. 
Australian Colo- 
nies — 

Svdnev *•.••.. 


Fixed Price 


8s. currency. 

6s. & 4s. ditto, according to situation. 

Is. 9d. sterling. 

3s. currency upset price. 

5s. or upwards, according to situation. 

Lowest upset price, £1 sterling. 

Lowest upset price, 8s. sterling. 
Ditto 6s. 

Ditto £1, 
Ditto 2s. 
Ditto 4s. 
Ditto £1. 

Rent to be ascertained by auction. 


Ditto 


Ditto 


Auction 


Ditto 


' By Auction. 

CoTHitTy Lands not 

•< sold at the public " 

sales may afterwards 

be bought at the 

upset price as a 

. fixed price. 

Auction, ditto, ditto. 
Auction, ditto, ditto 

Auction 


Port Phillip 

WestemAustralia. 

South Australia. . 

New Zealand .... 
Falkla^ds T»„TTt,,.t 


Bahamas .r. ..*#*.*!. 


Other West In- ) 
dia Colonies. ) 
Cape of GoodHope 
Natal 


Ditto 


Ditto 


Ceylon 


Ditto 


Hong Kong 


(Do. only leases 
( granted ' 



The system of sale, whether that adopted by the Government of selling 
waste lands at an upset price, or that of the New Zealand and other Com- 
panies, of selling the land, including prospective institutions, at a uniform and 
greatly enhanced figure, is obviously susceptible of immense improvement.] 

t [The allusion in Article 41 to the possible aberrations in the law of mor- 
tality, upon which, as a basis, the assurance of colonists would be graduated 
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88. — The debt would be cleared off by periodic instalments^ 
calculated to bring in an advantageous interest to the com- 
pany. It is clear, that if a benefit building society can realize 
a handsome, accumulation on its funds, b}' enabling some of its 
members to purchase property, there is no. reason why land 
should, not be bought abroad by emigrants. Through the 
credit afforded to an emigrant member being, in general, not 
more than two-thirds of the marketable value of the property, 
although with the money which he has abeady paid in as an 
invester it would be sufficient for his purpose, the benefit 
society, at once, will secure a salvage ; inasmuch, as if the colo- 
nist should, at any time, even after the first year, neglect his 
repayments, the margin of the value of the property will pre- 
vent any loss. The society would also serve as a kind of Savings* 
bank for provident people and intending emigrants; whilst the 
endowment and tontine classes would prove a great convenience 
to parents and relations, who may desire, at some future day, to 
send out a son or brother, and are willing to begin subscriptions 
on his account, at an early age, on the scales of those classes. 

89. — For greater security to the branch society, we recom- 
mend that one or two of the directors, or some efficient person 
on their behalf, should (ex officio), be entitled to be present, 
and to vote at the general meetings of the central company. 

90. — Any hesitation, relative to the security of their sub- 
scriptions, that might exist in the minds of those members of 

by the emigration company, brings ns to the question of how far a properly 
adjusted system of extra premiums might provide against such contingencies 
as those referred to, or against the increase of mortality which might be con- 
sequent upon a change oi climate, or upon the absence of that sound medical 
advice and other resources for ill health and accidents which are so accessible 
in Europe. Our own impression is, that the change of occupation and scene, 
and the feelings of content, which prosperity in the new coimtry would bring, 
are likely to counterbalance the effect of all other contingencies. Hence, the 
application of the principle of extra premiums, to be strictly equitable, should 
be effected on the mutual system of assurance ; so that, in the event of this lat- 
ter view proving correct, the colonists may have returned to them, by way of 
bonus in cash or colonial requisites, that portion of the extra rate which was 
charged in excess. A mutua/ system of extra premiums would be all the more 
advisable, in the case of an extensive amount oi colonial business, as the present 
rates charged by most of the European offices are entirely empirical, and have 
no real relation to any law of colonial mortality.] 
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the benefit emigration societies, who do not contemplate emi- 
grating, would at once be removed if the central colonization 
or emigration company were to undertake the granting of 
guarantee assurance policies, against the risk of loss upon 
advances to colonists. For. a very small premium upon each 
transaction, paid by the benefit society to the company, and 
previously charged to the colonist, the latter institution might 
safely undertake to guarantee, collaterally with the mortgage 
upon the property, the benefit society from loss, in case of a 
colonist becoming, intentionally or involuntarily, a defaulter. 
The losses, that occur in extensive loan transactions, are 
within an average limit, which can be determined with suffici- 
ent approximation; and a scale of premiums for loan con- 
tingencies may safely be adopted; reference being made to the 
contingency theorem, in Seation 4 of the Appendix. 

91. — ♦Such a system of Loan-repayment guarantee would 
fall within the range of most legitimate business for which a 
company might even specially be formed, and the rates of pre- 
miums would be trifling. The guarantee, being protected by 
the collateral mortgage upon the colonist*s land and property, 
would be in this advantageous position, that every succeeding 
year would see the intrinsic value of the mortgaged security 
increasing from the improvements effected by the colonist 
upon the land, and from the influx of emigrants into the 
neighbourhood ; whilst the out-standing amount of the debt, 
yet to be repaid, would be regularly diminishing. 

* [The Loan Guarantee System, above suggested, is widely different, in its 
operation, from the recent plan denominated Bent Gtiarantee, which is in- 
tended to assure landlords against defaulting tenants. For it is plain, that in 
the rent guarantee, the society has no tangible security upon which to recover 
its payments to a landlord in case of a tenant taking his departure from a 
house without settling his rent ; hence the premiums must be heavy. If, how- 
ever, the rent assuring society imdertake to make proper enquiries into the 
responsibility of the tenants, relatively to whom policies of guarantee are to be 
granted ; and, if the rates be sufficiently high, such a company might do a safe 
and profitable business, and be of great public advantage.j 
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The following pages contain the elementary propositions of 
Compound Interest, which relate more particularly to the 
system of Benefit Building, and other Investment, Societiies, 
together with * several theorems, which have been specially 
deduced as bearing upon the subject. In Section 4 will be 
found articles referring to financial clauses in the Rules or 
Deeds of Industrial Associations, and suggestions for the ap- 
plication of a Deposit System of Subscriptions, and of Life 
Assurance, to the extension of their operations. 

SECTION I. 

ON THE ACCUMULATION OF A SINGLE SUM AT COMPOUND 

INTER^T. 

Art.1. — To find the amount S to which a sum P will accumu- 
late in n years at compound yearly interest t per pound. 

Since i is the interest on £\ for one year, or 
P . i „ „ £P for the same time. 
.*. The amount of P with interest in one year is P . (1 -|- 1). 

Again the amount of P with interest iu two years will, of course, 
be equal to its amount, at the end of one year, re-invested 
for a second year; or, to the amount of P (1 + «) ""^ith 
interest in one year; that is, it will be equal to 

p . (1 + t) + » . P . (1+ t) 

= P . (1 + 1? 
Similarly the amount of P with interest in three years is 

= P . (1 + i/ 
and so on for n years, where n is any integer, 

.-. S = P.(H-t)'* (1) 

In the above the time is expressed in years, but, from the 
Tiature of the reasoning, equation (1) will represent the amount 

♦ [The theorems and articles marked thus f have a special relation to each 
other.] 

R 
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of P at the end of an integral nnmber of anj intenrals of time, 
at the end of each of which in t e re Bt h due after the rate of t per 
pound. 

It isr, faoweyer, not applicable when n is a fractional number of 

a o, , 

the form n s ni H-'iTy where nj is an integer and -r^ a ftaction of 

a year, as the interest was supposed only due at the md of sne- 

cessive equal intervals of time, and, theoretieally speaking, no 

a 

allowance of interest can be made for the broken portion -r-y 

consequently, this hypothesis must always be remembered, and 
if results be deduced from equation (1) relative to n, n must 
always prove to be a whole number (see Art. 12). In com- 
mercial questions, nevertheless, it is usual in such cases to calculate 
by equation (1) the amount due at the expiration of the last full 
period, and to add to it simple interest for the fractional remainder 
of the time; so that 

The amount of P in f «i -f -r- J years 

t=: amount of P in n, years + simple interest on that 
amount for the portion "T" of a year. 

= p.(i + »)*' + ^x pa+t)"' 

= P.(l + i)*'.(l + y) (2> 



2.— If the interest be due, in equal instalments — , at the end of 
each interval of time equal to the mth part of a year, the amount 
at the end of m n intervals Will be 

8 = P.(l+±)»- (8). 

iThis result can be adapted to the case of interest being paid, or 
due, half-yearly, quarterly, or monthly, by making m = 2, 4, or 12 
respectively. 
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S. — If the interest be supposed due momentaneoosly, or at the 

t 

end of each moment of time^ in equal portions — , m being inde- 
finitely large, then the result in equation (3) assumes a peculiar 
form. 

For, expanding by the Binomial Theorem, 
a -r* f ^ ^'^ t . w.w. (m.n — 1) t* , -^'"l 

8«P|l + -5-.- + ^^^ <!.--+..fcc| 

^s p/ 1 -f. -— + ^ ^ -J- , \^ since the terms con- 






taining •—, — ;, vanish when m is indefinitely large. 



A 8 =r Pa** (4). 

e being the base of the Napierian or Hyperbolic logarithms, and 
= 2*71828 nearly. (See any Treatise on Algebra.) 
To this equation we will return further on. 

4.— Since (1 + if can be put under the form (1 + i)^''(l + i)^* 
where Ui + n^t=s n, we h^Ye Theorem 1: — That the amount of £1 
at the end of n years by the accumulation of Compound Interest is 
equal to the products of its amounts at the end of nj and % years 
respectively. 

This property serves to make Table 3 give results, which are not 
contained within its limits. 

Example. 
Let n s= 30 

The last number in the table is 25, let nj = 25, then n, = 5 

And the amount at the end of n years = £3.3863 x £1.2762 

at 5 per cent. = £4.3^16. 

Similarly, if w = Wi + n^ + + w,. 

(1 + if = (1 + i)^ (1 + if\ . (1 + ifr 

r2 
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5. — From the preceding expressions it is seen that : 

WJien interest is payable more frequently than once a 
year J there is a difference between the nominal annual 
rate of interest, and the true rate or actual annual 
interest realised. 

For if t = the nominal yearly rate of interest per pound, and it 

t 
be payable in m periodic equal portions — in the course of a year, 

then supposing each instalment to be invested and to bear interest 

after the same nominal rate, 

The true rate = the amount of £1 at the end of one year — £1» 

r i \^ 

If the interest be realised momentaneously, then 

The true rate of interest becomes = e — 1 . . . (6). 

Hence a table may be formed showing the true rate per pound 
for various values of m. 

If 971 = 2, the true rate for interest paid half-yearly 
9n =s 4, the true rate for interest paid quarterly, 

m =B 12, the true rate for interest paid monthly, 

/ i \" 11 55 

= V^"*"12J "-1 = » +24*'^■432•*'"^^'^y• 
m = 52, the true rate for interest paid weekly, 

/ t \** 51 425 

= 1^+52) -1 = *"+ 104- ** + 2704 ^'"^^'•'y- 

971 s= a, the true rate for momentaneous interest, 

i t' t' 

= e — 1 = i -f- 2" + "e nearly. 

The two last results shew that the weekly and momentaneous 
rates of interest differ but little. 
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Table 4 has been formed by giving, in the above, to t different 
valaes for snccessive rates of interest, and it is accarate to three 
places of decimals. 

6. — In equation (6) let k =s e* — 1. 

Taking Hyperbolic logarithms, 

t = Log.(l+/t) (7). 

and this equation gives the nominal annual rate of interest t, 
realised momentaneously, which corresponds to a yearly rate of 

interest A. Example: Let k =s -— 

XUU 

.-. i = Log. (1 . 05) = .04879 

or JE4.879 per cent per annum momentaneous interest is equi- 
valent to 5 per cent, per annum paid yearly. (See Table 5.) 



7. — The general result in equation (1) can be put under the 

form 

n 



s.p(,.(^y» 



Hence, Theorem 2 : — The amount at the end ofn yearSf arising 
from the accumulation of interest yearly (U the nominal rate of i per 

pound, is equal to the amount at the end of ( — j years, arising 
from the accumulation of interest m times a year at the nominal 
rate (wt.t) per pound: 

Or, in other words, ^Theorem 3 : — 

The amount of a given sum, at the end of any number of 
periods of time, does not depend on the length of time in each 
period, bat only on the number of them, and the quantity of 
interest due or payable at the end of each. 



339 

.Example: Let«»^2. # ,,\ 

... P (!+.•)•= P(l+^f^^^ 
or the amoant of P in a Tears at t per pound nominal rate of 

interest payable once a jear, is equal to the amoant obtained at 

n 
the end of — years at 2i per pound rate of interest payable half* 

yearly. 

Referring to Table 6, if n = 50, and i = .04 payable yearly^ 
the amount of jEI in 50 years is 7-10668, which is the amoant 
that would be realised in 25 years at 8 per cent rate of interest 
payable Aa^yearly. 

8. — If the amount A of a sam P at the end of n years be given 
by the tables at yearly interest, the amoant Ai can be deduced 
when interest is payable m times a year. 



A 



«.»»(»» — 1) t* . . n 
J m 1.2 m« 



^ 1 + ♦ 



_ . h + t +— V-_?!»i. i« + &c. f 



= -^\ 1.2 

( 1 + i 



= aJ 1 + ^^ ^ . »« + &c. S. nearly, ancl 

neglecting the higher powers oft, which, as t is a deoimal fraction 
of the order ^, may be done when n is not very large, we hare 

A,-»A<1 + — i^ 2Ll.,-« Jneariy (1). 
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9. — Rbmabx. The precedimg eqaotioofl contain all tbe for- 
mnlsB necessary for the determination of any question connected 
with the accumulation of a nngle sum from compound interest. 
Several results can be deduced from them, which are worthy of 
notice. 

It is seen that the hypothesis of momentaneoas interest con- 
sidered in equation 4 introduces the base of the Napierian or 
Hyperbolic logarithms, which possesses many important pro- 
perties. Although that hypothesis is not generally used, yet it 
gives rise to various theorems, which can be adapted with suffi- 
cient exactness to the actual conditions of practice. 

ni 
10. — Equation (4) gives S as Pe , .*• taking logarithms and 

denoting as before by Log, the logarithm to the base e, we have 

^ . S 
n . t 



= i^g-(p) a)- 



p 

= a constant : 

or, supposing interest realised momentaneonsly, f Theorem 4 
arises : — The product of the nominal ^fearly rate btf the number of 
yearSf in which a sum P will amount to S, is constant, ^ the same 
fchatever he the rate of interest: in other words. If V amount to 8 

in N, years at ii per pound interest, then P would amount to S in 

N .t f 

\' ' years at i^ rate of interest, or in f.N years at — nUe of 

invest. 

Example: By Table 6, £1 will amount to £7*38906 in 
50 years at 4 per cent momentaneous rate of interest. 
Hence, £1 ought, by this theoremi to amount to the 

same sum m — -^ — years, or 25 years, at 8 per cent 

>rO 

momentaneous rate; which is also shewn by Table 6 
to be the case. 
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11.— Let 8 =/• P in equation (1) .-. n,. i = Lt^ / 

. .-.«/= — ^ W' 

or, t^^'i^w^w* 5 : — Tke number of years, in which, by the aecur 
muUUion of nunnentaneous interest, a sum wiU become f-fold its 
original value, is equal to the Log^ f divided by the nominal 
yearly rate per pound. 

.093147 ,ox 

= : W- 

See the extract from Tables of Hyperbolic Logarithms con- 
tained in Table 12. 



If/=3, ».«?^^ 



f 

1.096612 



% 

And so on for other yalaes of y. 



(4). 



If for i we put —. I being the interest per cent, we have^ 

from eq° 3. The number of years in which money wiU become 

doubled at I per cent, rate of interest realised 
momentaneously is equal to 69*3147, divided by 
the rate of interest I. 

from eq° 4. The number of years in which money will become 

trebled is equal to 109*8612, divided by the rate 
of interest, 

12. — Respecting the Time of doubling at yearly interest. 

If in Equation (1), Art. 1, or 8 = P (1 + t)» (1) 

We suppose 8 = 2 P, then 2 = (1 + «)* (2) 

which shews that n cannot be an integer, as 1 +» is a fraction. 
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Bat, as we have stated before. Art. 1, equation (1) can only be 
applied when n is an integer, hence it will not serve to determine 
the time of doubling when interest is paid yearly ; nor can any 
equation do so, as, theoretically speaking, there can be no time of 
doubling for interest expressed by a commensurable fraction, and 
paid at the end of finite intervals. 

Most writers have overlooked this consideration, and have 

erroneously given the values of n deduced from n = | ^! .. 

for various values of t, as being the corresponding times of 
doubling at yearly interest (see Table 7). This amounts to sup- 
posing the money to accumulate continuoiuly by a compound 
momentaneous interest Loge (1 -^ %) throughout the whole time, 
in which on such an hypothesis it would double, instead of in- 
creasing as it does per saltum at the end of each year ; or that the 

n n Log, (1 + 

expressions (1 + t) =: 2 and e =2, which represent 

different hypotheses, are interchangeable. 

The results thus obtained are of no mathematical value, although 

they differ but little from those that might be deduced from the 

commercial view of the question, see Equation (2), Art. 1, which 

supposes a proportionate amount of the yearly rate of interest to 

be paid, when there is a fractional number of days over. 

13. — When interest is payable m times a year. Equation (3) 

. mn 
Art. 2 gives 8 = P f 1 + — J , where m . n is an integer. 



•'. 1^« ^=^m.n. Log, (l +1S\ 



LetS=:/.P 

then we may still assume the equation to hold approximately, 
whether m . n remain an integer or not, provided the intervals of 
conversion of interest be frequent. 



m • 9ii 



W.iL^ (1). 



M^-^i) 
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= •!-&/ 



( 1 2_ i f 



— &c 



And wheD/* is not yery large we have with sufficieot i^proxima- 
tioOf f Theorem 6: — The namher of finite iotenrals of time (each 
equal to the m^ part of a year), at the end of which money will 
accnmahite to ^fold its original yalne, is 



I^e/ , J^>gef 



(I) 



J^,f 



fate of 



+ J^neriy. .(2) 



since t is a decimal of the 2d order, and the higher powt^vi oi — 
ma J be nef^lected. 



* [The reciprocal of Log^ (1 -f- ') c<^ ^ general be expanded in a series 
by the following method : — 



Let 



= «<, + «i« + «a**+ +«^*'+&c 



Log^(l+«) 



•• ' + «i 



«• + •, I «'H h«^ 



a 
^ 3 



«*****+ &e, 



r— 1 



r — a 



+ 



(-I)-". 



-»-«- 



— 1 



^ + 1 



12 



_ 1 —19 

**• ~" S' *4 ~ 720 *"^ generally »^ is given by the equation 



r J— 1 

2 



#— n ^ 



8 



+ ^' = o.,..(l) 



I-og, (1 4- «) ""*"*" 2 12 "^ 24 "720" ^ 
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14.— Let/ =s 2 then Log, 2 » 686147 
.*• The number of iottr- 
▼als of time (equal to 

TO* part of a year) ^ '^^47 + 3465 
at the end of which ( — \ 
money will double \ w» / 

= 69-8147 + -3466 nearly. .(3) 

nte of iDterert per oest in each intcmL 

15. — ^The results in Table 7, and Equation 3, shew that, 

generally, as regards the integral part of the time of doubling, we 

may iMume for the sake of memory, fTkearem 7, that the 

70 
Time of doubling «« nearly. 

^ nteoftntercitpcroeot. ^' 

70 being the whole number next above 69*3147. 

Or, ** The number qf years in which money will double iteelf 
at compound interest ie, in round numbers^ equal to that whole 
number f which is nearest to the quotient obtained on dividing 70 
by the rate of interest per cent" 

When t is greater than .10, a higher dividend than 70 must be 
taken. In the generality of commercial operations, however, 
interest does not exceed 10 per cent., and this approximate rule 
will suffice for all practical purposes. 



1 1 1 « , «' 19*' 

Wlien^eLog,(l+,) ~T + T""l2 + 2i""~720~ + *<^-(2). 

When « 18 a fraction, as in the case of c = t rate of interest per pound, 

then the series converges rapidly. 

1 
Also if for* we put —-• 

1 I ^ ^ * 19 , ^ 



tog.(l+7) 



y 

this form we riiaU nake use of afterwards 

It will be noticed, by such of our readers as may be familiar with the higher 
branches of analysis, that the coefficient a^ as determined from equation (1), is 
equal to the value of the definite integral 



A 



/ jvr-i «(1— (2 — (r— 1 — «)df 



where % is integrated between the limits s = o and i = 1.] 
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16l — In simple intereBt there is a oorrespondiiig property. If 
N 3=5 number of years in which a som P will doable itself at 
simple interest I per cent. 



+ 


N. 


LP 

100 


^ 


2P 




N.I 




= 


100 


• 
• • 


N 




s= 


100 

I 



17.^ On the meeesfwe Stages of Accumulation of CapUal. 

In Art 13 we have deduced eq** (2) a simple expression for the 
value of n/f or the i^;gregate number of years that are required 
to make a single capital become y-fold its original magnitude; 
and Art. 15 affords an easy rule for memory when/= 2; we will 
now proceed to deduce an approximate relation between the suc- 
cessive quantities Oi a, a/_ i ay> or between the additional 

numbers of years, or multiples of equal intervals of time, which 
are required to make a single capital P pass through the suc- 
cessive stages of accumulation, by compound interest, from 1-fold 
to 2-fold, from 2 to 3-fold, from /-fold to (/ + l)-fold. 

Thus, representing generally by f i ^' the process of accumulation, 
at interest (yearly, m^J^, or momentaneous), by which the capital 
P passes from r-fold to (r + 1) - fold, we have 

2P = P.^,'** .-. a, .Loge0i = Log,2 

3P = 2P.^,"* .-. a,.Log,0, = Log.?. 



• • • 

(/4-l)P=/.P.^,«/... a,. L0ge9, = I-Oge(l+l) 

or the quantities a^ a^, . . are to each other in the ratios of the 
logarithms Loge - Log. ^ Log. (l + ^) respectively. 

Hence the Rates of Velocity of arithmetical augmentation of 
capital are in the inverse ratios of those logarithms ; or 
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fThearemS: — If the specific velocity of ^u^/tn^ be represented 
bj unitj, tbe relatiye velocities of attaining successive units of 
capital would be represented hy 

Log. 2 Loge2 Log. 2 

^9 0> a9 T""! 

or hy the logarithms of the number 2 taken to the successive 

bases g * 3* V "^ '?)* ^'*'* ^^^^ nearly by 

1, 1.70, 2.40, 8.10, 3.80, ke. 
which are the terms of an arithmetic progression of which the 
common difference is .70^ a number which has already been used 
in Art. 15. (See forward, Section 4.) 



* [These temu are obtained thus: hy note to Art. IS 

= I 1 + (/— 1) X . 70 I nearly (1). 

if we neglect the other terms, which are small until / is very large, and in the 

We 2 
aggregate do not affect the first decimal place of the value of -p r—- > 

We (1 + YJ 

a degree of approximate accuracy sufficient for the determination of ratios, and 
agreeing with the results obtainable from the Table of Hyperbolic Logarithms. 
The resnhs above are in deficit^ while/ does not exceed 5, and the converse for 
subsequent values.] 
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SECTION II. 

OF PRE8EKT VALUE AKJ> DISCOUNT. 

Abt. 18. — ^When money is calculated at componnd interest^ the 
J present value, or sum to be gi^en at present, instead of a payment 

I due at the end of a certain number of years, must be such that, if 

laid out at interest for that time, it would become equal to the 
amount due. The problem of determining the present value is 
consequently the inverse of finding the amount, to which a sum 
of money would accumulate at componnd interest The principles 
adduced in Section I. will apply here. 

The discount on a given sum is the difference between its amount 
f at the future time when it will be due and its present value. 

Let P = the present value, 

S sm the sum due at the end of n years (called the 

amount in Section I.) 
f = the yearly rate of interest per pound, 
then P invested at compound interest { for n years mutt become 

equal to S, .-. by Art. 1, P. (1 + t)** == S 

.••P^ ^^SCl+tr"* (1). 

(1 -h »r 

where n is an integer. 

And if D = the discoant, 
D = S-P 

«S{1-(1 + »)""! (2). 

If the value of D be expanded by the Binomial Theorem, 

D = S |l - (l-n.t4-^^^ff^.t'-&c. .. )j 

= S . n t — &c. 

shewing that the common rule in practice of taking D = S n t is 
found by neglecting the other terms of the series. 

If n be not a whole number, then equation (2) Art^l, must be used. 






19.— Since P 
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S 



(1 + t)" 



AS 

if we have a table shewiog the amoaot (1 + t) to which £1 will 
accumulate in n years at compound interest, the present value of 
any sum S due in n years will be equal to the quotient of S 

divided by (1 + if. 

Example: To find the present value of£SO due at the end of 5 
years, supposing interest to be compound at 3 per cent. : — 

Now Table 3 shews that the amount of JCI in 5 years at 3 per 
cent is £1-1602. 

.-. the present value of £30 = ~^ = £258799 

1*1592 



20. — If the interest, instead of being supposed payable only 

once a year, be payable, in m equal portions — , m times a year ; 

m 



then, as before, P ^1 + -L^ =8 



— mn 



.-. P = 8.(l + ±) (3). 

D=:8{l-(1+^)-""} 

21. — If the interest be realised momently or tn = a, then, 
byArt. 3, P.e*** = 8 

.-. P = Sc""* (4). 

D = 8(1 -«-•••) 

It will be observed, that the problems connected with present 
values differ from those relating to the amount of money by the 
introduction of — n for + n. 
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22.—Since (1 + tf" = (1 + »)" . ' (1 + 

where n = n, + n,, we have for present valaes 
a property corresponding to that in Art. 4, viz. Theorem 9 : — 

The present valae of £1, due at the end of n years, is equal to 
the product of the present values of £1 due at the end of »! and n, 
years respectively. 

Similarly where np=7n| + '^ + '^ + &c- 

23* — It has been shewn that, when interest is supposed pay-* 
able once a year, the present value of a sum due n years hence is 

^^^.^_ Aft 

= S . (1 4- t) , but when interest is supposed payable m times 

/ f \ — ***** 
a year, the present value = S . f 1 H J 

(i \^ 
1 H ] is greater than (1 + t), which can be seen at 



once by expanding ( 1 H ) . 



. I • • • « 



: ^mn ^ n 



Hence, (l+^) i8>^H-f) 



— It ' i V flttl 



... (1+.) is>(l+i) 



— - n . ^ . — mn 



,..S.(1+.) is>8(l+-) 



Or, The present value' X>f tiny sum S dtie n years hence, is 
greater, if interest be supposed payable only once a year, than if 
it be supposed payable m times a year. 

Similarly : The present value is less in proportion to the greater 
frequency of the intervals in each year, at which the interest is 
supposed payable. 
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24. — If the present value P of a sum 8 due n years hence be 
given by the tables, supposing interest payable once a year, the 
present value P, can be deduced when interest is payable m times 
a year. 

wiv — n 



ForP 






= P . J ^+"*-m+ 1.2 -;;P+^- I 

l.(l— l).t' 
= P .{1 +t+ \ 2 +&C 

= P ^ 1 + ^ . t' / nearly, whence neglecting 

higher powers oft, which, i being a decimal fraction of the order 
1 
— -, may be done provided n be not very large. 

P, = P<1— \__m/.t« >nearly (1). 

( 1.2 ) 

Example : Table 8 shews that, when interest is payable yearly, 
the present value P of ;£10 due 4 years hence at 5 per cent, is 
= 8-227. 

If interest be payable half-yearly, or m = 2 

Then7>. (l-1) .,^^ (l^|) ^.^)> 

1.2 2 

= -0025 
.-. P, = 8-227 (1— -0025) 

= 8-227 X -9975 = 8-2064. 

s 
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25. — Respecting the difference between the present values of the 
same sum S dae at the end of n years, according as it is calculated 
at compound interest t'l per pound or t, per pound ; or on the mode 
of ascertaining the surplus profit in discounting biUs, or shares, 
payable at a long date : — 

Let P . ^ present value at the rate of interest t, 



P. = 

«3 



If interest be realised only once a year, 

p. - p. = S (1 + ».)""- S (1 + J.)"" 

•l '2 

= S|(1 + t,)"" — (1 +t,)-" \ .... (1). 

If interest be realised m times a year, 

— mn — mn 

If interest be realised momently ^ 

P. -P. =s|«-«*'-«-«^| (3). 

From these equations we have TheoremlO: — That the difference 
between the present values of a sum of money S due in n years, esti- 
mated at different rates of interest, increases up to a certain point 
with the value of n and then diminishes. That is to say, if one person 
A obtain a present loan P . from another person B, in return for 

which he is to pay S at the end of n years ; and A, out of the 
money he has received, lend a sum P. to a third party C, for 

which at the end of the n years he is also to receive S, which will 
enable to pay off his debt to B, then there is some value of w, such 
that the immediate profit derived by A is greatest. {Vide Sect, 4), 

[Note to Art. 25. — When the interests are m^mentaneous, or 
the expression is a continuous function of the variable n, the 
maximum value can be determined at once by differentiation. 

Taking equation (3), let 

^ —nil —nia ^ 

u = I e — e J=a maximum. 

ii being less than ?2. 

Differentiating with regard to n, we get by the property of maxima and minima : 

(see any Treatise on the Differential Calculus), 

-7-= — e .n+e * . 12 = v 

an 
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— ntf 
— « ij II 



« («i — »i) _ J«^ 

— 



n . (t, — - ii) = Loge t's — Loge ti 



n = 



Loge /a — Loge »i (*)• 



To determine whether this result gives a maximum or minimum, we must 
differentiate a second time : 

^ d^u ^— nil » ^— nta .* 

i »» t>' 3 

(by substituting in the bracket the value of n found above), 

= — « • «a i »« — '* 4 • 

which is negative, since ii was assumed to be less than is ; 

.*. the value of n in equation (4) gives the number of years, for which the 

difference of the present values is a maximum. 

Example: Let ii = '05 ij = '06. 

^ge 6 — Loge 5 



n = 



6^6 



100 
= 100 (Loge 6 — Loge 5) 
= 100 (1-791759 — 1-609438) see Table 12. 
= 18-2321 years, 
That is to say, the difference, between the present values of the same sums 
discounted respectively at 5 and 6 per cent, momentaneous interest, is greatest, 
when they are due at the end of 18-2322 years. 

The above process will not serve (or yearly interest, as the function of n varies 
hy finite yearly increments in the value of n, and Differentiation does not apply. 
The very definition of a differential co^ efficient has, by a strange oversight, been 
overlooked by several skilful writers on Interest, who have, probably through 
want of consideration, applied the differential calculus. But the time may be 
deduced indirectly from equation (4) by substituting, for the yearly interest, the 
equivalent momentaneous rate.] 

S2 
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SECTION III. 

ON ANNUITIES. 



Art. 26. — To find the amount of a yearly annuity of £1, payable 
for n years, supposing compound yearly interest at i per pound. 

Unless the contrary be mentioned, annuities are supposed pay- 
able at the end of each year ; and on this hypothesis tables are 
usually constructed. It will hereafter be shewn how such tables 
can be adapted to find the amount or present value of annuities 
payable at the beginning of each year or otherwise. 

The motive for the analytical investigations in this section, pro- 
ceeding on the supposition of the annuities being payable at the end 
of each year, or other interval of time, consists in the simplicity 
attending the reference of annuities to that Sum, which would pur- 
chase them, or to that of which the annuity is the Interest ; as, in 
either case, whether it be purchased, or payable as interest, each 
instalment is due at the end of each year. 

Let A be the symbol of the amount of an annuity of £1 for n 
years. 

The expression can at once be found from that of the amount of 
a single sum £h Art. 1. 

AS 

For (1 -f = the amount of a single sum ^1 at yearly interest 
f per pound in n years. 

ft 1 

.'. (l_+_t) is the accumulated ammtnt of a single sum £ — 

at yearly interest £1 on the sum -L in w years. 

t 
n 

The difference • — -. — ""• -y is therefore caused solely by the 



. J 
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accumulations of the yearly £1 during that time, or it =s the 
amount of £1 annuity in n years. 

••■A.-^i±^ti (1). 

So that an annuity- tabic can be calculated at once from a table, 
which gives the accumulation of a single sum and its compound 
interest for any time. {Vide Table 3.) 

27. — Aliter. Again, A = the sum of the amounts, to which 
each periodic instalment of the annuity, separately, accu- 
mulates at compound interest. 

Now the^r^Hnstalment accumulates during (n — 1) years, and 

therefore amounts to (1 4- i)^ \ The second instalment bears 
compound interest for one year less, and therefore amounts to 

(1 -f i)^ *, and so on. The last instalment being paid at the 
end of the n^ year bears no interest, and its amount therefore is 
merely £1, 

.-. A^ = (1 + if^' + (1 + 0"*^* + . . + (1 + + 1 

__ jgi ^ H ~^ ^) S (by the principle of geometric 

(1 -h t) — 1 series.) 



(1 -h t) — 1 series.) 



.*. For an annuity of £a the expression is 

a.(L±it=l (2). 

t 

In this equation the duration of the annuity is represented by n 
yearSf but it is obviously true whatever be the finite intervals of 
time, of which n is an integral number, and for each of which 
interest ailer the rate of i per pound is due. When solved with 
regard to any of the quantities which enter into it, any one of 
them can be found in terms of the rest. It may be mentioned, 
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that the solution required for determining i presents peculiar diffi- 
culties, from the equation for solution being of the n*** order. — (See 
Art 45 in this Section.) 

28. — Equation (1) will admit of many varieties of form accord- 
ing to the different conditions affecting the quantities which enter 
it : — As, whether the annuity or the interest are paid in more fre- 
quent intervals than once a year ; or, whether the periods at which 
the annuity is supposed payable are the same, or differ from those 
at which the interest is due. In this Section we shall, however, 
notice only those cases, where the periods are the same for the in- 
stalments both of annuity and interest. 

Let the annuity and interest be both payable m times a year in 

equal portions — , — respectively, i being the nominal yearly rate 

m m 

of interest per pound ; 

Then we have to find the amount of an annuity — payable 

m 

during m . n intervals, each equal to the m*** part of a year, 

making the calculations at — rate of interest. Hence equation 

m 

m 

(1) at once gives, putting — , — and m . «, for a, * and n re- 

m m 

spectively, 

. I ^mn 

^* "" \m) /i\ 

\m/ 



{OH-i)""-l} 



•*. A. n — a . _ . • • . \4fj 

i 

And by making ?» = 2, or 4, &c., we have the amount of annui- 
ties supposed payable half-yearly, quarterly, &c. 
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29. — If the annuity and interest be both supposed payable at 
momentaneous intervals, then, 

a / n .% 



30. — Since A, + , = 



; = ±(e« »_1) (3) 



_ (1 + t)" -»" - 1 






= (i^y-i^(i^,y 



= A, + (1 -h if 

.•.A,+,-A.= (l -htf (4) 

= Amount of a single sum at interest innyears. 

Hence, inversely, ^Theorem 11 : — 

A table of the amount of a iingle sum can be deduced, if re- 
quired at once, by taking the differences of an Annuity Table. 



31. — ^To find the present value of a yearly annuity of ^1 for n 
years, payable at the end of each year. 

Let P» = present value required. 

By a simple demonstration, as in Art. 26, since the present value 
of £\ due in n years = (1 -|- i) ^ 

The present value of the periodic instalments of interest i on the 
£1 must alone = 1 — (1 + t) ** 

(Since the diminution of value is produced by the interest de- 
ducted.) 



.-. Dividing both sides by i 



__ 1-(1 -h i) ** 



P, = the present value of an annuity of ^1 = k±JiLLL. ... (1) 

i 

And an annuity table of present values can be deduced at once 
from a given table of the present value oi single sums. 
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92. — Aliter,-— again, P, is the sum of the present values of each 
of the annuity payments discounted at compound interest. 

Now the present value of the 1** annuity payment of ^1, 
discounted for 1 year, is ; 

„ the present value of the 2"** 

discounted for 2 years, is 



(1 + i) 
„ the present value of the ^^ 

discounted for 3 years, is 



&c. &c. 

Similarly the present value of the last or n^ annuity payment 
of ^1 disounted for n years is ^ 

And this is true whatever be the value of n. 
Samming this series by the rule of geometric progression, 

1 — 



P. = 



1 , ( -«. 

(1 + iT\ _ fi-(i + i) 



X 



> 



And for an annuity of £a the expression is 

= .{-a±iE2} 



(2) 



Tables 9, 10 and 11 give the value of annuities at various 
rates of interest. 

33. — ^The result in Art. 32 might have been obtained directly 
by observing, that the present value of an annuity for n years is 
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equal to the present value of the amount of the annuity at the end 
of n yeai's discounted for that time. 

(1 + i)" 

(l + tfl * . ) 

i 
•or^_^=i (2 bis). 



n **•« 



Hence +2%eorem 12 : — 7%e difference between the Reciprocals 
of the present value and amount of an annuity of £1 is equal to 
the rate of interest allowed per pound. 

Example: The present value of an annuity of j£ll'72 a year 
for 10 years, at 3 per cent., is jClOO; then, if the amount were 
desired to he known at the end of 10 years, eq° (2 bis) would give 
it at once equal j£ll '4 nearly. 

Again, eq" (2 bis) gives 

I ^ ^ ^ r2ter1 



"« — 1 "« A« _ 1 A, 

or -f Theorem 13: — The difference of the reciprocals of the pre- 
sent values of an annuity is the same as that of the reciprocals of 
the corresponding annuity amounts. 

34.-SinceP._.= ?— -^l-^ 



1 — (1 + t) . (1 + i) 
l-(l+t)- "_ 



.X — n 



•N — n 



(1 + i) 

t 

«=p. -(i + 0~" 

.•.(l + t)-"=P,-P._. (3) 

* [This equation (2 bis) presents a property, that may be made of the^eatest 
practical service, in deducing, without reference to tables, the present value of 
an annuity when the amount is known, and the converse. See also Section 4.] 
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i. e, the present valae of a single sum dae in n years = the 
difference of the present values of an annuity for n and {n — 1) 
years. 

Whence, inversely, ^Theorem 14: — A table of present values 
for nngh sums can be deduced from a table of annuity-present 
values by taking the differences. 

35. — If the annuity and interest be payable in m equal portions 

each year, the present value becomes 

— mn 
l-(l + ±) 

m 

And by putting m == 2, 4, &c. we have the present value of 
annuities payable half-yearly or quarterly, kc. 

36. — * If the annuity, as well as the interest, be payable mo- 
mently, then 

p=4(l_«-»») (5) 

* [The results given above and in Art. 29 for momentaneous interest can be 
found at once thus : — 

Let the time, during which the annuity is payable, be represented 
byT; 
dt = an element of time ; 
a^ tj be the rates of annuity and interest respectively payable in 

each unit of time ; 
.*. ttj dt = the rate of annuity in the time dt 

pT i^ t ^'i^j 

/. Amount of the annuity =J a^.$^ dt = a^ . — ; — 

o 

Also 



•i 



Present value of the annuity = / a ,e dt = a, , 



1 ' L 

O I 



the integration being effected between the limits t = o and t = T.] 
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37.— To determine the relations between the amounts of a yearly 
annaity of £1, according as it is supposed payable for n years, at 
the end or at the beginning of each year. 

Let A = the amount of annuity for n years, payable at the 
end of each year ; 

Then A^ = do. for (n + 1) years, &c. 

Also let A" = do. for n years payable at the begin^ 
ning of each year. 



Then, as in Art. 27, 

\ + » = (1 + *f + (1 + t)'*""' +....+ (1 + i) + l 

and -«-/-• ■ •^» . ^^ ' •>«-» 



A" = (1+ iY' + (1 + t)'*^' + . . + (1+ t). 



This value of A" is found by remarking that the^r<^ instalment 
of the annuity is improved for n years, and the last instalment for 
one year. 

••• a;; = A.+.-.1 (1) 

This formula is important, as it enables the amount of yearly 
annuities, payable at the beginning of each year, to be determined 
from a Table for annuities payable at the end of each year. 



38. — To determine the present value of an annuity of jBl a year 
for n years, payable at the beginning of each year, from a Table 
giving the present value of the same annuity, supposing it to be 
paid at the end of each year. 



260 APPENDIX. 

Let P _ = the present value of an annaity for (n — i ) 
years, payable at the end of each year ; 
P" = the same for n years, payable at the beginning of 
each year. 
Now, by Art. 32, 

»-' - (1 + t) ■^(H.t)« + ••• "^ (1 + i)»— ' 

P" = 1 + ^ . ^ 4.-1. 

^ ^ (1+ i) ■*■ (H-t)« ■*■ •• "^ (1 + i)n-^ 
.-. P" = 1 + P (2) 

Example (see Table 10). 

We find that ^-5797 is the present value of jEl a year pay- 
able at the end of, each year for 5 years, calculated at 
3 per cent, rate of interest. 

Therefore J65'5797 is the present value of £X a year payable 
at the beginning of each year for 6 years. 

39. — In the preceding propositions we have determined the 
amount and present value of annuities. We shall now proceed to 
examine the practical application of the formulae. 

A given sum P is borrowed for n years. To determine what 
annuity a, paid for that time in m equal portions — every year, 
will pay off the principal and interest thereon also supposed due 
m times a year, m . n being an integer. 

1 +-) 

iiere ir = ^, (Art. 32.) 

m t 

w 
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« 

40. — Let the time n be such that the sum P, if unpaid, would 
accumulate at compound interest to^fold its original value. See 
Art. 13. 

Then /. P = P ^ 1 + -Lf 

t ^> 

.-. From Art. 39 above, (—^= :^^ • P (—) (2). 

\m/ J — 1 \m/ 

or, a=j^.P..- (3). 

Hencef f Theorem 15: — If a sum of money be borrowed for such a 
time, that, if unpaid, it would amount tenfold its original 

value, then the annuity which would pay it off, principal 

/ 
and interest, in that time is equal to ^r — r times one 

year's interest on the debt. 

The accuracy of the theorem requires that the intervals, at 
which the instalments of the annuity are paid, should be aliquot 
parts of the whole period over which it extends. When the interval 
is small, as in the case of monthly payments, the formula (2) may 
be applied without reservation, and differs by an inappreciable 
quantity from the truth ; and even for yearly payments the error 
in (3) is practically of no importance. 

In proceeding to apply this, theorem, we shall consider f as 
given, and equal to some whole number, in which case m.n is 
always fractional, but this circumstance, for the reasons above 
given, will not interfere with the practical accuracy of the solution. 



41. — Let y* := 2, or the time be that in which money would 
double at compound interest. — See Art. 13. 

.'. From equation (3), the annuity = 2 P . t (1) ' 

or, f Theorem 16: — If a sum of money be borrowed for such a 
nnmber of years, that if unpaid it would by yearly compound 
interest double itself, then the debtor can liquidate his debt with 
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interest in that time by a yearly annuity equal to twice one 
year's interest on the sum borrowed ; the last payment of the 
debtor being a fractional portion of the year's annuity propor- 
tionate to the fractional number of days. 



42. — If the payments be made monthly, as in Building So- 
cieties : 

The monthly payment = twice the interest for one month. 

Example 1.— In a 14 years' Building Society, calculated at 

5 per cent, monthly rate of interest, the shares are ^120, of which 

the present value is £60, because money doubles itself in nearly 

14 years at 5 per cent.; to find the monthly payment j^ for 

14 years, which will pay off a debt of .£60, including principal 
and interest thereon as it accrues. 



Here 


P 


^rz 


60 




• 


=r 


•05 




I 

12 


=r 


.05 
12 



.*. the monthly payment (j^j = P x j^ = .£'5. 

r^lO""* 

That is to say, 10*^ a month for nearly 14 years will pay off a 
debt ^660 borrowed at the beginning. 

This explains the principle of those Societies that charge 10*** 
a month for that purpose. 

Example 2. — In 10 years' Societies formed on a basis of 7 per 
cent. 

As before, P = 60, but i = 07. 

.•. the monthly payment (j^) = P x — 

•14 
= 60 X -" = £-7 
12 

= I4»h 
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Therefore a monthly payment of 14*** for about 10 years will pay 
off the debt £ldO with interest. Hence the charge of 14*^ a month 
in such Societies. 

43 — ^The theorem in the preceding articles, which has been so 
investigated to bring forward certain points in the working of 
Benefit Building Societies^ may also be proved thus, and put 
under another form. 

If a single sum £1 accumulates in a certain time to £f 

.*. The periodic interest t on the £1 has amounted to £(f — 1) 

(since it is by the interest that the result is produced). 

.'. Dividing both sides by t, we have 

f Theorem 17: — The amount of an annuity of ^1 

(in the time in which a single sum becomes f-fold its original 

value,) is equal to £ "^ . 



or = £ iOO.(/^)_ 

nte of iotemt per cent. 

Ex. Let/= 2, then, 

■f Theorem 18 :— The amount of £1 a year, in the *exact time in 

which a single sum would double, is equal 



nte p«r ccBt. 



44.— If P be a present sum borrowed, and it be determined to 
set aside every year a certain proportionate amount (as c per 
cent.) in the shape of a repayment annuity to repay principal and 
interest at the nominal yearly rate oft per pound: — To determine 
the number of years n in which the debt would be cleared off. 

Here the annuity repayment is -~- . P 

Hence P = ^-^ . J llziL+O " " J 

100 t t > 

.-. 122J = 1 _ (1 + i)-« 

c 



(1 + 0""= i-Mi» 



* [The reader will notice this word "exact/* as it is not intended to introduce 
two approximations into the theorem.] 
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-«.Log.(l + = Log. (l - l?^') 



'O' 



Log. (1 + i) 



(1)- 



45. — To determine the rate of interest at which a given annuity 
will amoont to a given sum in a stated namher of years : 

a € ft > 

then A,= -T-ll + t — IS 

.-.(1 +f)'*=4]!t + l , 

a 
No complete method has yet been discovered for' solving this 
equation of the n^ degree ; several modes' of approximation have, 
however, been gi?en by various eminent writers on this subject, 
which serve to determine the value of i with great exactness, 
although they are rather complicated in their application. The 

formulae are obtained by expanding (1 + t)'^ by the Binomial 
theorem, and deducing a result by neglecting terms involving 
powers of i above the third. The following appears to give the 
nearest approximation : 



n — 1 

Let ^ = j-:^! — ^ 

La . n) 

Theni = {l2 + (n + l).d}d ^ ^^ 

12 + 2 (w + 1) d ^ ^ 



46. — For ordinary practical purposes a value, which can be 
corrected by logarithms, may be deduced in the following manner 
from a table giving the amounts of annuities at successive rates of 
interest. 

Let A. = the amount of £1 a year in n years at t'l per 

pound rate of interest ; 

A.. _ .^ = the amount at Tt, — if^j P^^ pound rate 

of interest ; 
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Then soppoeing the amoaots for consecutire rates of interest to 
ascend bj eqaal difiereDces, we have, whether i be greater or le<$ 
than t,, as the signs will recti tj them^elTes: 











A 


-A. 




- 


t — 


»l 


^ 


a 


«i 




• 


-('. 


-A) 


A.- 


-^i. 


-tU) 


t 


• 

• • 


• 

• 




t. + 


A _ 

a 





100(A. —A.. ,0 ^^^ 

This resalt will be slightly in excess^ because in reality the dif- 
ference between snccessiYC amounts of annuities increases more 
rapidly than the corresponding increments of interest. 

Example : Let £6 a year amount to £120 in 10 years at t per 

pound yearly interest, then — = 20, n = 10. 

a 

To obtain the nearest approximation, we will take t, equal to the 
highest rate in Table 9, which is 10 per cent., whence 

A.,0 = 15-9374 
A^ = 15-1929 

• = 10 4- go — 15 9374 
" * 100 {15-9374 — 15 1929} 

= -15 nearly. 

One or two trials by logarithms, on substituting this value in the 
equation 

10 Log. (1 + e) = Log. (1 + 200 

give the correct value i = *145 

or the rate per cent. = 14J. 

47. — To determine the value of t when the present value, the 
annuity, and the number of years are given. 

The equation for solution is P = a . 1-^(1+0 ^hich 
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presents the same difficulty as that in Art. 45. The nearest ap- 
proximate formula is : 

. _ {12- («~1)^}.^ 

12 — 2 (n — 1) rf ^^ 



where d = {^«} "^^..i 

48.— For practical purposes let, as before, Pii, P(,-, - ^) be the 
present values of an annuity of £1 a year at the two highest rates 
of interest given by the tables. Then assuming the present value 
of an annuity to decrease uniformly as the interest increases, we 
have 

p,_ p 

I — r, a 



*i — (^1 — ^) ^(ii - jb) ^ ^ii ) 

.-. i=h+ ^ (4) 

which will give i greater or less than i, according as P^. is greater 

p 

or less than — . The true value can be obtained thence in one or 
a 

two trials by logarithms. 



49. — If the annuity be deferred, or do not commence for rti 
years after the time at which it would otherwise have begun, (that 
is, the first payment is at the end of the (», + 1)*^ year) and then 
last for the term of n years, the formula for P, can be easily 

modified. Thus, v. Art. 31, the present value of the deferred 

p. 

annuity will of course be 



n 



(1 + i)"' 



n, ,-, .V — n + w. 



(1+t)-"' -(1+ i) 
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SECTION IV. 

PRACTICAL CONSIDERATIONS RELATING TO INDUSTRIAL ASSOCIATIONS. 

Art. 50. — In a permanent Building Society the Inyesters sub- 
scribe with the view of receiving, at the end of a given time, 
certain shares, which are equivalent to their payments, with com- 
pound yearly interest, after the rate of i per pound. The sub- 
scriptions are, however, lent to borrowers at i} per pound rate of 
interest, «j being greater than «. The payments of the Borrowers 
are made at the end of each year, so as to repay principal and 
interest in a given term of years, which is the same for all. To 
determine the advantage derived by the society by the yearly 
difference (i, — t) in the rates of interest, or in other words, what 
portion of the repayment income may be annually written off as 
surplus profit. 

Let a = the yearly income received in repayment of various 
loans amounting to P. 

X = the annual profit. 

« = the term of years for which P is lent. 

h 

Now at i per pound rate of interest (a — x) would have been 
the annual repayment. 

...p = («-.,)lzzii_+i)~" 

i 

». 1 _ (1 + i) - » 

... . = a.Vl-4-^-^^ + ^-^"" I (1). 

i «I 1_(1 + »)-»> 

When the society lends for various periods, or diflFerent values 
of », then X also varies ; and the portion of the- repayment in- 

t2 
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come, which may be annually written off as profit, diminishes 
slowly as n increases, passes through a minimum, and then steadily 
increases. For the two rates 5 and 7 p. c. the minimum is upon a 
loan for thirteen years, at all other periods the difference is greater. 
In clause 12, art. 151,* in the set of rules given in Chapter VII. 
for a permanent Building Society, we recommend only a portion of 
the surplus income to be carried to the Management and Contin- 
gent Fund. 

51. — A member borrows £P for n years at ^k P^r pound 

Tnonthly rate of interest. This loan he is to repay by periodic in- 
stalments including principal and interest. To find the difference 
between the requisite payments according as they are annual or 
monthly. 

If he pay annually , let a = annual payment. 
monthly y — = monthly payment. 

... P = g ^ - (^ + -•■)-:. (1). 

Or,P=_ -j^ (2). 

12 

.•.o = «.Ji-(i + ,:,)-'» |-j|i-(i + A)~^^"| 

ft = a . l=L(i±ilEL!_ 

.«. a — h =a if (3). 

yr A V — 12 n 

1-0 + 6) 

• [Although the repayment-difference passes through a minimum, the per 
centage of advantage shown by comparing the difference with the repayment is 
always increasing.] 
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In the permanent society described in Chapter IV. the repay- 
ments are calculated by equation (1). If it were practically 
possible to invest the money of the society every month as soon 
as received, then the value of b given by equation (2) would cover 
the repayment of the loan P with interest, and there would be a 
yearly gain, in the receipts, represented by (a — b), 

52. — To determine the excess of Accumulation obtained at the 
end of n years, by the receipt and immediate reinvestment of the 
monthly subscriptions at monthly interest after the rate of i^ per 
pound; when the Investers are only promised the accumulation 
of their subscriptions, as if paid yearly and invested at compound 
yearly interest i per pound. 

Let A = the amount at r~ per pound monthly interest, 

B = the amount at i per pound yearly interest, 
-~ = the monthly subscription. 



12 » 



A = T^ 



. f('+4)-i 



12 i^ 

y 12 



{12n 
-. 
«1 



12 n 

n 

(1 + i) - 1 
A_B=a \~ --=^^ -. 1.(1). 



53. — If the repayments of the Borrowers be deferred w, years, 
the annual instalment for n years, to liquidate the debt with the 
arrears of interest thereon, will be given by the equation 

P.(l + i,f^ = a . l^niL+A) 



— n 



a = P . i, . (^ + ^'»)"' (2). 

(1 + hf - 1 
whence the values of n can be obtained with facility by means of 

one table, viz. Table 3. 
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54. — Note to page 49. On the adjustment of the amount of 
contribation per share to be paid by Borrowers in a terminating 
Building Society, as their quota towards making up a deficiency 
in the amount required at the epoch of its expected termination, in 
order to enable the Investers to receive their shares in full. 

Let D = the deficiency, 

m ^ number of Inyesters' (or unadvanced) shares, 
f = total monthly income irom subscriptions on the same, 
g = total monthly income from Borrowers' repayments, 
where the payments on each share are not neces- 
sarily the same : — 

Then : — 1st. If the society's existence, and consequently the 
members' subscriptions, were continued for the purpose of making 
up D ; as no new Borrowers would be found, the money received 
must remain idle or be invested in the public funds. 
Let X =r number of extra months' subscription, 

% = the average monthly interest obtained per pound, 

and suppose the existing assets to produce, through interest, just 
sufficient income to cover the current office expenses during the 
extra months. 



D = (/ + ,).{(l±0!:^i} 



••• " * '->'- ' + rfi 

.... = '^<'^m) (1). 

Log. (1 + i) 

2dly. If, instead of continuing the society for the additional 

months, the holders of unadvanced shares consent to waive their 

right to receive them in full, and be willing to put up with some 

loss, in order to receive whatever money they can at once j the 

Borrowers must contribute their share of the present value of D, 

or of 

D 

D(l +i)~^ or 1 . Pt 

f + 9 
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Hence the unit of contribution from all memberB, both Investers 
and Borrowers^ will be 



h'O^'kh) 



D 

And the Borrowers mast contribute g units, or a sum 

= Pg (2). 

of which each Borrower contributes respectively in proportion to 
his units of monthly repayment to the society on his loan. 

The remaining loss on each Invester's share will be 

65. — If a valuation be made prior to a deficiency being dis- 
covered, and it be sought to ascertain the probable future duration 
of the association, then 

If A = clear cash assets over and above outstanding debts, 
accounts, loans due to bankers, &c. 
e = average monthly expense that may be expected, 
X = number of future months' duration, 
8 = amount of each investing share. 



m 



., = A. ^H-i}%{/+^-eJ(i+^^..(4). 



(5). 



• (1 + 1^*" = t . w . < . +(/+ g — e) 

.-. X =Log. h+ , *;(»>•; -A) I 

Log.(H-t) 

This equation is very simple in application, and depends on 
only one assumption respecting the future, viz. That a rate of 
monthly interest i per pound may be counted upon to the very 
end of the association. The practical judgment of the Actuary 
will know how to modify it when required. 
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56. — If no interest be expected to be realized, the resalt would 

be obtained either directly, 

« 
or bj patting t = in equation (4) 

TO.* = A.l^ + if + g—eV — ^^ 

= A+ {f + 9-e].^ (6). 


To determine the limiting value of the fraction -tt to which 

(I -t t) jg equal when i = 0, we must expand, or differen- 

i 

tiate. Whence 

Limit / (l+0"-l | = Limit /^a+0'"'j. 

= X 

Hence substituting in equation (6) we have 

X = ?-*-^ (7). 



57. — In framing the Liability and Asset account referred to in 
art. 101, part 1, care must be taken to avoid giving an eiToneous 
estimate of the present value of the mortgages. The difficulty 
consists in the circumstance, that their present value is greater, in 
favour of the society, the less the rate of interest assumed in dis- 
counting the repayments which they produce. The best way is to 
discount at the higher rate of interest t'l, which is charged fun- 
damentally from Borrowers. But it will be necessary to add a 
caution to the Managei*s, that the smaller present value, thus 
afforded in the making up of the society's assets, is merely the re- 
sult of a proper precaution to avoid producing a fictitious amount 
of present profit, and that Redemptions should not be allowed 
upon such terms. 
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58. — Note to rule 3, clause 109. Re Paid-tip Shares. — In 
calcalating the single payment P to be required from a member 

in place of the monthly subscription for n years, the present value 
of the monthly annuity should be discounted at a lower rate of 
interest t, than that which the investers are credited with towards 
the realization of their shares, and the payment should be treated 
as due at the beginning of each half year, as a half-yearly an- 
nuity. 

If — = the monthly subscription, 

i-(i+i) 

Sometimes the societies, instead of using this formula, content 
themselves with discounting the share s itself (when it is proposed 
to pay it up) at t, interest, and not the monthly payments* This 
is not just when i, is < t, because although the member paying 
up his share should only receive discount, after t, interest, for the 
time which would elapse before his subscription become due, yet 
he should be credited with the higher rate afterwards. In other 
words. Managers use the formula : 



Single payment ss 



s 



instead of the equitable one given by (1), viz. : 



- (« « - u 



1 si \^ 1-0 + t) 

1 + 



^ (1 + a"_ 1 ii 

which is just as easy to use, since a is already known. 






. • . • ( 'V ). 



We have said that 4 should be always < t, for which see note 
in page 96 ; it will also be regulated by the consideration as to 
how far Paid-up Shares are to participate in any surplus expenses 
or losses, over and above the management and contingent fund, 
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that maj afterwards be discovered. Occasionallj an arrangement 
is made, that, while partaking of the profits, they shall not be 
called upon to contribute to any excess of expenses or losses. This 
is a matter of arrangement, according to circumstances. It will, 
perhaps, in general suit the purposes of a society to covenant that 
a member paying up the whole of his shares shall be required, in 
case of future loss, to contribute after a rate proportional to lialj 
the number of years for which he has paid up. (See Rule 12, 
page 111.) 

Too frequently the Managers are willing to discount at the 
higher rate t, which is taking the other extreme, and would be 

depriving the society of proper margin, or they charge — — ^-^r^. 

The correct principle, however, is to adopt the formula (2), which 
is a value between the two extremes, — .- and 



(1 + g" (1 + i)' 

In reference to this Article, the reader should consider Art. 25 
of this Appendix, which contains an interesting point in the 
operations of discounting shares. 



59. — Note to clause 144, page 108. Re Withdrawals of unad- 
vanced Shares. — Referring to the rule, we propose that, according 
to the number of years' subscriptions paid, the rate of interest 
allowed on withdrawals should be raised. 

Let a =: one year's subscription, 

n = number of years in which the shares are realizable, 

i = the rate of interest, at which the subscriptions are 
credited, on the average, so as to amount to a 
share ^ in n years. 

Let no interest be allowed on withdrawal until the end of the 

second year, when it shall be at the rate of per pound per 

n — 1 

annum, and let the interest allowed per annum ascend by equal 
differences, until it becomes i per pound, at the end of the last 
year for which the subscriptions are payable. Then the amount. 
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that might be paid to any member withdrawing at the close of 
the r** year, would be represented generally by 

and by giving to r the values 1, 2,.,.,n, a table of withdrawals 
would be formed from the corresponding values of TF, TF, . . . TF,. 
It will be noticed that TF. must be =s s, and that Wi is a fraction 

of the form — , but that expression reduces itself to TF, = a, on 

expanding, or differentiating by the usual rule in such cases. 



60.— Note to Rule 12, page 111. On the apportionment of 
any surplus profit, expenses, or losses, which may be ascertained 
to exist after a periodic valuation of the society's affairs, at the 
end of any number of years n. In the case of expenses or losses, 
it would be supposed that they exceed the management and con^ 
tingent fund and so leave a margin to be made up by the holders 
of unadvanced shares according to the terms of the clause 152. 

Let P = the surplus profit or loss to be divided. 

mi = number of existing unadvanced shares which were 
issued in the first year, or counted as of n year's 
standing. 

7^3 = number of existing unadvanced shares which were 
issued in the second year, or counted as of (n — 1) 
years standing. 

m^ = number of existing unadvanced shares which were 
issued in the »'^ year, or counted as of 1 year's 
standing. 

In which are included the paid up shares (see preceding article). 

Then the aggregate units, among which the apportionment is to 
be made, are 

= n. Wi + (7i— l).ma + (n — 2). Ws-f .... -f 2.w„_, -f m^. 
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ThestandardunitUi = — — — 7-7- t\^ -l j.o «. . ^ 

80 that a share taken out in the r** year, or of (w — r + 1) year's 
standing, has a right to receive in the way of profit, or is bound 
to contribute if it be loss that is apportioned, a suddl 

= (« — r + l)V, (1). 

Ex. : Let P = .£27. .10*. surplus profit. 

n = 3 

m, = 125 

771,= 50 

7w, = 75 
Then U, =£-05 or Ish 

or the shares issued in the first year are entitled to 3s. per share, 
those in the second year to 2s,, and those in the third to Is, 

If the apportionment be so made, as to have relation to the 
interest which the member is supposed to have acquired in the 
society, or to the then value of his shares, on the principle adopted 
in many Idfe assurance offices, the standard unit would become 

P 

^ "" Wi A, + ma A«_, + + m,_i A, + m," '^ ^' 

Where A^ = ^ -, generally. 

The past payments being treated as made at the end of each year, 
and improved at i per pound interest (see Arts. 47 and 58, parti). 
Hence a share taken out in the r** year would bear A„^,i__^ • Uj 
as its apportionment. Such a mode of calculating, at all events, 
the division of surplus profits, would, perhaps, be very desirable, 
as it would correspond to the principle of accumulation by which 
the unadvanced shares themselves are realised; but it would 
involve such an amount of trouble and consequently expense in 
the calculation, that it would be injudicious for any industrial 
association to incur it. 
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Note to Arts. 63, 113, 151, Part. 1. On the Contributions to he 
required from Borrowers towards the Management and Con- 
tingent Fund. 

61. — The rate can be determined by the following considera- 
tions : — 

In the articles referred to it has been sufficiently explained, that 
a fund must be foimed to provide for unforeseen contingencies, 
which occur in Building and other similar institutions, and entail 
pecuniary loss, either through some investments turning out to 
have been made upon bad security, or by the legal and other ex- 
penses incun*ed in seeking the recovery of the unliquidated amount 
due by a borrower. The probability of loss does not arise from 
any inherent defect in the security itself usually accepted by these 
associations, but rather in the want of sufficient skill on the [lart 
of the officers, (who are employed to estimate its value or its 
goodness in a legal point of view,) or of proper attention in watch- 
ing, afterwards, that the mortgagor does not in any way infringe 
the covenants which are involved in the tenure of the property. 
As, however, in the settling of the rules or deed of constitution, 
care must be taken that the investers (or those members who sup- 
ply the money for advances) may not be unprotected in case of 
such error in judgment or inattention ; and as, from the restricted 
means of the peculiar class from which the borrowers usually 
proceed, comparatively little, if any, protecting margin can be pre- 
served between the saleable value of the property and the sum lent 
by the society, it is clear that an equitably adjusted contribution 
must be required, by way of commission or otherwise, from each 
borrower, that a Management and Contingent Fund may be formed 
with it, to which would be added the difference in the rates of in- 
terest referred to in Art. 57, Part 1 j so that, on the average of 
investments, no positive deficiency of money may arise in the assets 
of the association. 

If all the loans were of equal magnitude the rate per cent, could 
be adjusted by the results of the past experience of other similar 
institutions ; but the case in practice is one of advances of every 
variety in amount within given limits; and the, contingency of 
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pecuniary loss is not dependent upon the Amount of the adyance, 
bat is rather a function of human skill, experience and attention ; 
hence, when a borrower seeks for an adYanoe exceeding the mag- 
nitude of the majority of the loans for which a rate of contribution 
has already been settled, he entails, with an equal chance of loss, 
greater money risk ; and he must pay to the contingent fund some- 
what more than after the rate per cent, for smaller loans. For 
example : suppose that the majority of the advances are to the 
extent of lOOZ., and the proper per centage on each were IL, then 
for special loans of 200/. or 300/. a higher contribution than 2/. 
or 3/. would be requisite ; since, in the event of that individual 
security, upon which the larger sum is advanced, becoming a 
source of loss, there would not be sufficient money supplied by the 
other loans to make it up. For further illustration : let 10,000/. 
be advanced, not in 100 loans of 100/., but in 96 of that amount 
and one of 200 ; if the rate from all of the contingent contributions 
were one per cent., the 100/. thus received would be sufficient only 
in case of loss arising from one of the 98 loans, consequently the 
rate for the 200/. should be so adjusted that the society may be 
paid, for speculating to its extent, in a rate proportioned to the 
money risk. 

Instead of deducing a scale from the law of probabilities, based 
upon a fundamental assumption for the average of loans, we pro- 
pose to meet the necessity of a fund, and to diminish the pressure 
upon the borrowers, by availing ourselves of the consideration that, 
as the society is essentially established to benefit both classes of its 
members by the operations of compound interest, and as its dura- 
tion is of unlimited extent, the indemnity rate upon a loan, say, 
= f. A, may with propriety be proportioned to the restorative 
power of compound interest; or, upon each successive unit A of 
the capital advanced, the contribution may bear a relation to the 
velocities of arithmetical augmentation y by which a single capital 
A passes through the successive stages of accumulation from one- 
fold to two-fold, two-fold to three-fold, and so on, of its original 
magnitude ; since it is thus that can be measured very accurately 
the advantage derived by a borrowing member, in being enabled 
to commute his otherwise unproductive rent payments to a land- 
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lord into the purchase-money of valuable property, which is all 

the more profitable to him, that the original payments converted 

are larger. Hence, referring to Art. 17 in this Appendix, the 

commission upon advances should be proportioned to the quan- 

Log.2 
titles represented by ~} ]~r for successive values ofy, in 



I-og. (l + y) 




this manner, viz. : ^ -^ 

Let the commission on a sum of ^A, supposed to be the gene- 
ral amount of loans, be = c, then, upon a loan of 2 A, it should 

be = c upon the first unit A, and c . "* ^^ upon the second A, 

or together, 

= c 



Again, upon a loan of 3 A, it would be c -{ 1 + — ^-—^ \ "P^^ 

Log.-^ 

2 A, and c \ — ^^ — \ upon the 3rd A ; or upon the whole 3 A 

[Log. g-J 

the commission should be = c < 1 + — ^^* + ^^ ^ 

I^og. "2 Log. -g- 

And generally, upon a loan ofy. A, the commission should be 

= c . O + ^^^% + i^ + . . . 4- I^?gi2__ 

C '70 7 

= c ./. M + -2" (/ — 1) \ nearly see note (a) (1). 

when / is an integer. 



[(a) The remarkable logarithmic Beries, from which this result is deduced, 
can only be summed with diflSculty when the number of terms is considerable ; 
as it requires transformations similar to those by which the summation of 
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62.— If it be desired to create an annual income to the fund^ and 
the probable amount of loan business each year be ascertained, an 
equation can at once be deduced for determining the proper value 
of c to start with. 

logarithms of numbers in arithmetic progression is effected, such as in the case 
of the eulerian integral usually designated by the letter r. The process depends 
upon the well known formula for integrating the function u : viz. 

",»* 2 ^ 1.2 dx 1.2.3.4 dji» 
B. . d« « - » tt 

^^ ^ 1.2.8 ....(2n) da*»-> 

1 1 
where B^, Bj,....Bj^_j are Bernoulli's numbers equal to — » on* •••• » 



Log.(l+^) 



( — 1) • — • respectively. 

Log. y Log. y 

we can deduce 

N =£^ . y_Log./_^__ J_ _31_ , ^ J 

^/ 2 ^"^ 12 12/^ 720 /a ^ ^ ^ 

in which the numerical calculation gives C = '00063. 
Hence, referring to the text, 

N^. Log. 2 =f\^ + ly • 693147 nearly. 
=/ 1 / X -34657 + . 693147 I 

=/ I 1 + . 03972 + (/— 1) X . 84657 | 

c -70 1 

= / p + -g- (/— 1) J very nearly. 

This arithmetic progression holds up to/ = 21 within several thousand parts 
of unity ; and for all practical purposes the terms of Ny. after the two first may 
be neglected. The same approjinuite result might have been obtained from equa- 
tion (1), vote to Art, 17* 

It will be noticed that (2) gives for N-or the summation of the r«ciprocaZ« of 

logarithms of the form log. ( 1 + "Tt ) a series, one part increasing with /, the 
other decreasing, analogous in form to the Sum of log./ = Log. (1.2.3..../.) 
= LogV2ir+(/+ I) Log./-/+ jL. - 4 • 1 + &c.] 



^mm^^^mmt^fmrn mi< w i ii m < w* m^-'m^m 
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63. — In general^ although c is deducted at once from the advance 
A, it is made to depend upon the duration of the mortgage, or it 
is taken = n.k.Af when the loan is for n years (k being a 
fraction). 

Example : Let A . A = 4*** per annum upon a loan A =3= JB200| 

granted for ten years, or the commission be £1 per cent, .upon 

advances of £200, then the deduction upon a loan of £600 for 

( 70 ^ 

ten years would, by equation (1), be = £2x3 jl + -j2 y 

= £10.2 or £10 : 4s., which is £1 : 14*. per cent, on the £600 loan. 

64.— y*]s treated in the arithmetic progression (1) as an integer, 
but the application can be modified without difficulty to calculate 
the deduction on advances not multiples of A. 



The Dbposit System. 

Respecting Single Deposits. 

Art. 65. — ^To extend the operations and benefits of Industrial Asso* 
ciations, Sums of money might be received as deposits, for a nomlAal 
period of years, at interest, with power of withdrawal on demand, or 
with very short notice, of a portion thereof. Such a system would 
afibrd to the depositors the usual convenience of the savings banks, 
in respect to the withdrawal of their money ; while they would 
obtain the advantages of a much more remunerative interest, pro- 
vided the agreement were, that the interest already due upon any 
portion withdrawn (if that should happen) should remain over 
with the rest of the deposit, as an investment to be received at the 
expiration of the originally agreed term of years. On such an 
hypothesis, the withdrawable part of the principal should be con- 
sidered as producing a less periodic interest, than both the other 
part of the deposit and the general instalments of interest them- 
selves do when reinvested ; or it should be treated as laid out in 
readily convertible securities, such as the public funds, exchequer 

u 
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bills, kc.j which prodace but a moderate rate of interest. The 
remainder of the deposit, and the instalments of interest from time 
to time accruing on the withdrawable portion, (not being liable 
to unexpected demand,) can be laid oat in much less available 
securitj, such as mortgages on land or houses at a higher rate of 
interest, or in fact they might be engaged in the society's operations. 
For example, if ^0,000 were the amount of numerous deposits 
on such terms for an agreed period, and JE2000 were withdrawable 
on demand, that sum should be invested in ready security, say 
at 2^ or 3 per cent., and the remainder JE8000 in more lucrative 
investment at 5 per cent., or even more, with the periodic annuity 
instalments of £50 or £S0 a-year on the £3000, as from time to 
time they come in. 

66. — We have said that the right of withdrawal might be on 
demand, as the floating income of the society would much exceed, 
under ordinary circumstances, the average amount of applica- 
tions, A power, nevertheless, could and should be reserved, to 
the committee of management or directors, to suspend withdrawal 
payments, if an unexpected pressure caused too great inconveni- 
ence or menaced the stability of the society. As the institution 
would be based upon principles of co-operative mutuality, such a 
power would be strictly equitable. 

67. — Let D„ = the amount payable in return for a deposit P, if 
invested and not withdrawn for n years. 

P 

— = the portion which may, if required, be withdrawn on 

demand. 

P 

i* = the rate of interest at which — is invested. 

m 

m — — 1 

t = a higher rate, at which . P, and the periodic in- 

m ^ 

P . i* . P 

stalments — '-— of interest at i* per pound on — , can be invested 
m m 

during the n years. 
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Then it is plain that D. is the amount of P at i per pound for 

P 

w years, less the amount of a small annuity — (i — i'), accu- 

P 

mulated at i interest, arising from the lower rate at which — 

m 

is invested; or 

i,..pja.<)-t^.<i±5:^}....(i). 

This equation contains results afforded by known tables such 
as those at the end of this work, so that a single deposit table can 
be readily calculated. 

An identical result, but in another form, might be obtained, by 
a different mode of reasoning, in which 

68. — Let the whole be withdrawable on demand, then w = 1 in 
equation (1) or (2), 

.-. d; = p J(i 4- iy - (i - i^) . iUL^y^zl^ . . . .(3). 

or 

d; = p Ji + i> . (l±-*)lzi2| (4). 

69.— Let the m^ part of P not be withdrawable for /x years, 
which is the more general case, n '^ fx, then 

D.„ = pjrT*-i^'il±ip=i}....®. 

In practice, fj. might be taken with advantage equal to 3. 

Example: — Let £10,000 be deposited for 10 years with the 
understanding that, after 3 years, ,£2,000 may be withdrawn on 
demand. — Let 3 per cent, be the annual rate of interest allowed 

u2 
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upon the :£2,000; and 5 per cent be tbat upon the JBB|000, and 
npon the annuitj JS&d a year. — ^Then bj eq" (5), 



i » -02 105 — 1 ^ 

D,„ = 10,000 ?(l-05) ~ -^ • -^^^S 

= 10,000 ^1-6288 — . 004 X 8-142| 
= ^5,962. (See Tables 3 and 9). 

70. — To determine a relation between D, and D^ any two 
terms in Art. 67, p< q* 

Then, referring to the mode of inyestment, 

If q = p + ly the relation between the suecessive terms is 
given by 

D, + .= D,.(l+t)-^(t-t') (7). 

a form suitable for the calculation of the table. 



71. — Referring to Art. 69, to determine a relation between 
two terms D^ | ^ and D,|^, where p and q are both greater 
than fi. 

Since the fi years have elapsed, the relation will be identical 
in form with that (6) of the preceding article, or 

»,(/.= I>,i/--(l + »)'-''-^(i-*')>-^M (8). 

Let g = p 4- 1. 



72, — ^The case, where /> is < /i and 9 > ft, need not be consi- 
dered, as the formula would be of no advantage in constructing a 
table. — Until p > /l* the equation will be simply D^ = P (1 + iyi 
afler which equation (9) will serve. 
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78. — ^To determine in Art. 69, the remainder of the depositor's 

p 

claim to be received at the end of the n years, if he withdraw — 

m 

when n, years (n, < n) have just expired. 

As by the agreement n^ must be greater than jn, the effect pro- 

P . 

duced by the withdrawal of— in reduction of the original amount 

m 

p 

I^» I fA will he equal to that amount, which by eq° (4) — would 

produce if deposited, for withdrawal on demand, for (n — rii) years. 

••. The remainder )_ -p. ^ t\' /m\\ 

of the claim j "" ^» • '^ "~ m* ■^(— »i) ^^^> 

A simple formula to ascertain the outstanding liabilities of the 

p 

society upon those deposit shares of which a portion - has been 

Hi 

withdrawn. 
If the Table represented by D; should not be ready at hand. 

The remainder of) _ p— 

the claim may \ =[0., , - H (1 + «)—' • • (H)- 
be calculated as ) ■- ^''-* 



74. — Again, Art. 69, suppose that the mj^ part only be with- 
drawn after n, years, where m, is > w ; then the Remainder of 
claim as regards eq° (10) will still be of the same form, viz. 

r\ i T)' 

But, in respect to eq'^ (H)> it would be represented by the ex- 
pression [d..,^ - ^] d + O""'- P' ^^ • (» - »') • 

<'-^'>, -' ,.:.m. 

Where D.^ i u ^^ * value given by the table used by the society 

to calculate D„ | ^, and the expression is deduced by considering, 

p 
according to eq** (1), that B, ,^ is a sum of money invested 
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for (i» — Ui) jean, with the nndentandiog that a portion of it, 

(P P\ 
h shall be withdrawable on demand. 
m m/ 

If the withdrawal, in the preceding articles, take place in the 
coarse of any year, and not exactly at the end thereof^ the pre- 
ceding results would require to be modified with an allowance of 
simple interest for the fractional part of a year. 

Annuity Deposits. 

75. — Instead of a single deposit, as in Art. 69, let the contract 
be for a series of periodic deposits, each equal to P, during the 
n yeBTS, with the understanding that, after /i years have passed, 
the m^ part of the aggregate deposits invested may be withdrawn 
on demand, the remaiDder of the claim standing over to the 
end of the term. Then, representing by AD. | p, the amount to 
which, if not withdrawn, they would accumulate, we have, since 
by the hypothesis of the question, the m^ part of all the deposits 
made, once /x years have elapsed, are liable to withdrawal on 
demand. 

+ {D«^^ + Di^/c*-, + .... + D, + D,} (13). 

AD^ip thus will be readily found, if the general tables for 
D. I p and D„ happen to have been calculated for the society. 

76. — If not, the expression can be reduced by eq" (1) and 
(6), to 



AD^p = P Ml + /+l + /'+ 4-1 + i|— 

^>— ^'T /x.l+t 4-(l + t ^+l-fi +..4-l4-i)— n l 
m •- ^. JJ 

= p [(1 + i) f+7-~ 1 _ i — i^ 5 ^ . \^r^ + fnTt • 



% m'% 



1 4- i — 1 — ^ c I > which results contain only quantities, 



APPENDIX. 287 

that can be easily obtained from the ordinary Amount and Annuity 
tables 3 and 9. 

77.— From the preceding equations, we have, when p > /i, 
a relation between AD^ + ,,^ and AD^ , ^. 

AD,+„^=(AD„^+P) . (l + i)_(p+l)^(t-i')..(15). 

78. — If a withdrawal take place at the end of n^ jesirs, and 

P 

n, . — be withdrawn, the Remainder of the Claim (if no further 

payments be made), 
={ AD.., ^-«..^ ](!+»)—. (16). 



79. — ^The preceding principle of adopting two rates of interest 
as the basis of a Samngs Fund presents many advantages ; on the 
one hand, greater inducements would be offered to the industrious 
to strive to effect savings, through the higher interest they may 
thus obtain ; at the same time that the absence of power to with- 
draw, in a hurry, more than a small portion of their deposits 
would act as a check upon subsequent extravagance. Whilst, on 
the other hand, the government or private company which under- 
took the investment of the money received would be less exposed 
to inconvenience or loss through Withdrawals. 

On the Purcliase of Annuities, 

Art. 80. — Let it be desired to calculate the price V of £\a year 
for n years certain^ so that the annuity may pay the purchaser a 
high rate of interest ifor his money , and yet be sufficient, over and 
above, to replace the capital P expended at the expiration of the 
te7*m, by investing a portion of tJie annuity to accumulate at a 
moderate rate of interest i* per pound. This problem is important, 
as it not unfrequently happens that a purchaser desires to realize a 
higher rate of interest for the use of his capital, than he could ob- 
tain if he tried to reinvest a portion of the annuity ; for instance, 
he may wish the annuity to pay him 6 or 7 per cent., whilst he 
might not himself be able to reinvest at more than 3 or 4 per cent. 
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Let £1 ft jetar for n jeun amomit to A^i when aoeumiikled 

at f interest* 

Then r-- is an aonni^, which woald amount to JEI in the 

same time at the same rate of interest 

.% .-- do. P do. 

Ail 

.'. The annaitj of £X, which is purchased at a cost of P, 

should he sufficient to give the purchaser P » a year, and leave 
P 



Aj-i 



to he invested, 
or 



^— 1 
p ^ 



=0 + 1?) w- 



and P can readily be calculated by the aid of a table which con- 
tains the general amounts of annuities A (see Table 9). The 
same could have been deduced from the rem^irhahle property in 
ej" 2 bis, Art. 33. 

81. — The result in (1), whilst it practically pays the purchaser 
only i interest for his capital, through his want of power of re* 
investing at a higher rate than i\ (i} < i), yet in reality is a 
charge upon the grantor of the annuity of a higher rate than t. 
For if the rate allowed by him to liquidate a loan of ^P were 
only i per pound, P would equal 

— 1 



i'-k) 



or the purchase money that he would receive for granting £1 
a year would be more than is shown by equation (1), since 
A| > A|i. 

82.— The actual rate t, that it costs the grantor, who sells £1 
a year at the price afforded by (1), would be obtained from 

P= 1-(1 -ft,)- ** 
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On Deposit Life Assurance and Tontines. 
The formulae £01* the system of Deposit Life Assurance, which we have 
previously mentioned, [Art. 35, chapter 2, page 25,] are simple and easily de- 
termined. As it presents another feature of provident investment for the savings 
of the industrious classes, a few words upon the system will not be out of place 
in this Appendix. The advantage offered consists of the Savings Banks' 
facilities of withdrawal of the whole or part of the deposit premium, whilst the 
benefits of an ordinary life office are secured. Adopting the now general 
notation, 

Let 7^ = number of lives in existence at age x by the table of mortality adopted. 

r s=: the present value of £1, attper pound, to be received in one year s= r—r— . 

a^ = the present value of an annuity of £1 payable at the end of each year, 
and to continue during the existence of a life aged x, 

or a = Sum . ^ — summed between y = I and y = the number of 

years of extreme age in the table. 

.*. 1 -|- a^ = value of £\ annuity during life, of which the first instalment is 
payable at once. 
.'. £\ = present value of a similar annuity of - — ; — a year. 

Let pm = the mathematical annual premium to assure the sum oi £\ to be re- 
ceived at the end of the year, in which the life 9 may die. 
w^ = the office annual premium ^=f('P^ 

1. — Then pg may be determined from a table of Life Annuities a, in the 
usual way, or thus : — A person borrowing £1 at once for the term of his life 
could repay it with interest by an annual payment at the beginning of each 
year, consisting of the premium of assurance to restore the principal at his 
death, and annual interest i per pound, which if paid yearly in advance would 

be reduced to , — -. — ; • 
1 -f- * 

.'. £\ would be repaid by, and is therefore equivalent to, an annuity payment 

But £1 (as we have said in the definition of a^) would buy an annuity of 
on the same life involving the same rate of interest These two values 



must be equal : 



.'. Vx + 



1 -h i 1 4. tf 



M 



1 » /t\ 
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% — Into dieTa]iieoftf«,«liidi is made ok of in ibe pwrfding farmnia, 
the eofifkUfratioiis depending oo die table of mortality (see Table XT). That 
forroula itself is identical^ 9m it should be, in Ibrm with Aat, bj which would be 
determined the requisite annual payment at the beginning of each year, or the 
sinking fund, to accumulate to itl at the end of a term certain of x -{- 1 yean* 
in terms of the jttHnt value Px of an ordinary annuity £\ far x yearsy where 

P, = - ^ 7 ^ — {tee Ail 81, Appendix), and 
Annual payment or sinking fund = j-j-^ rj~- ^^ ^'•^ 

8«— We may mention here, incidentally, that, if for «x were substituted the 
values of an annuity for the whole duration of two or more lives, the formula 
would bear the same relation with regard to them, as it does to the single life, 
and the sjrmmetrical form would be preserved. 

4. — ^Let P =3 the single deposit money to purchase a life assurance policy 
D, to be received at death, with the understanding that, after twelve months 

P 

have elapsed, a sum equal to — may be withdrawn on demand, or at very brief 

m 

notice ; then it would be requisite for the safety of the company to invest the 
withdrawable portions at a much lower rate of interest, or in immediately con- 
vertible securities, if it be desired to be always ready to meet all withdrawal 
demands. The chance of early repayment of the whole deposit, from being 
deducted through death, does not enter into that consideration, as, on an average 
of lives, supposing the general funds of the company to be invested in the usual 
manneTi the pajrments and receipts would follow the law of mortality. 

The calculation of D« will therefore be analogous to that for determining the 
tingle premium for the assurance of £1 ; with this difference, that our plan con- 

(411 ^— 1 P N. 
P and — J 

independent of the rate of interest and margin originally adopted in the deter- 
mination of Vg f and in making a table containing the values of v, the basis for 
calculating D^i 

Let an ordinary whole life annual premium table be in use by the company. 

< = the highest rate of annual interest that the company can afford to 

credit upon . P. 

P 

ii rrs a lower annual rate allowed upon -. 

From the moment P is deposited, the assurance risk represented by Dx 
commences, although, according to the usual theoretical hypothesis (contrary 
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to the occurrence of actual practice), D, is not payable until the end of the 
year in which the life (x) may die. Proceeding, however, on that supposition, 
the sum assured D, will be equal to the deposit P and a sum (D^ — P) arising 
from the interests upon P. Now P, deposited, is credited with annual interest 

— p ^ ^ 1 — ZL- due at the end of each year, which is equivalent to 

tn 

- ^ — np- + f+T \ " the beginning. 

Hence, since the annual premium Vg paid at the beginning of every year of 
life would assure £1 payable at the end of that year in which the life may die, 
the deposit P may be considered by the company as producing at the beginning 

of each year a premram ^ - i ^-^ ^ — h , . .. S 

'mj l+» l + t'J«i 

6,-^By this equation, a table of deposit assurances can be deduced from an 
ordinary life table on substituting the values of v^ at various ages ; and the 
Deposit' Policies will be with or without profits, according to the hypothesis 
relative to v^. In practice, it would be generally expedient and reasonable 
not to allow any withdrawals until after a small number of years /(a, greater than 
one, in which case, the eq" (2) should still be used, as it is not worth while to 
complicate it by the consideration that during (/a — 1) years the rate of inte- 
rest i might be credited on the whole of P. The advantage would be in favour 
of the company. When /* is not less than 3, we consider that t* may be taken 
= *025 and i = *035. This will be understood by the consideration that in 
all investments of this kind accepted by Assurance Companies, or Benefit 
Building and other similar Societies, the larger the portion of his deposit over 
which the depositor has power of withdrawal on demand, the greater will be 
the capital which must be kept by the company in immediately convertible 
securities to meet sudden withdrawals ; and the lower will be the average interest 
derived on the aggregate of its funds. If six months* or a year's notice were 
required of intended withdrawal, the case would be different. 

6. — If ffx = P«» i^ = i =i the same rate involved in p,, and m = 1, D = 1, 
eq" (2) reduces to 

^=P-|» + TTT-,-il W' 

the ordinary formula expressing the relation between the single premium P and 
the annual premium px to assure £1. 
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7. — Am rcgai i k ■■iimi, cq" (2) gives the sbioiiiiC of policy which an 
uamml deposit would Miim i^hhi his life. To the indnstrioos rhwwn one or 
two snaDer policies, created by single deposits, are mofe eoBrcnieot tfian the 
genenJ system uj whidi a nxed pfcnunm is required at r^ulariy leuiiiing 
interrals, widioot their haTing, in most offices, any protection against the loss of 
the p<J]cy, in the event of the assurer's means not enabling him to keep up his 
payments The advantage of an ordinary Savings' Bank is also presented, 
since a portion of his deposit money may be withdrawn on demand. Such 
policies would dins serve as negotiable commodities in eommercial transactiona. 

8. — Suppose an ordinary Annual Premium Policy of Assurance to be taken out 
by a life aged x years, and, after a certain number of years y, the assurer desire 
to suspend all future payments, and to obtain, for his acquired interest in the 
company, a Depeut-PoUcy; then die amount thereof 

= (office value of old poUcy) X Q + -^{ ^"\^V ^'^TTT'}^^]"^^^ 
(the m^ pert of the office value of the old policy being withdrawable). 

P 

9. — If after y yean, - be withdrawn on a deposit policy, the diminulian in 

m 

the policy, (found by reducing eq>* (2) to the case of the whole of the deposit 
being withdrawable on demand, and appl3ring it to the effect produced by with- 

drawing L) = L { i + -^ . ^-« | (5), 

an endorsement upon the original deposit policy would then be made stating 
that it ii diminished to the extent represented by (5). 



10. — ^The Society should tlmvf% get the benefit of the difference between the 
offiet and real age of the depositor, both at the time of entry and at that of 
withdrawal, with the distinction that x in (2) should be taken at weii birthday, 
but {x -f 5f) in (5) at Utt birthday. 

11. — By way of further illustration of the analogy between functions of an- 
nuities for Termt certain and for the whole duration of a life or lives, we will 

refer to Art. 80, and will show how the property ~- — -— =t....(l) will 

P» An 

serve, in the case of a life annuity, to determine the tingle f>remium Sx to aaure 
£1 at the death tf a life aged x. [In No. 6 of these notes P stands for S,.] 

For the present value of an annuity of £1 payable at the end of every year, 
that the life s may enter, is a^ -^ S^t this corresponds to P» in equation (1). 
Again, the accumulated amount of such an annuity by the end of the year in 
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which life (i) may die would be 1 4- 5^ J ""^^ i* would consist of the last an- 
nuity payment + the improved amount of a,, at the close of the duration of the 

, wnicn oy proportion wouia oe 



life, which by proportion would be •^; so that 1 + -3^ corresponds to An in 



Then, since the analogy should subsist, the equation j— = = i 

ax -H S, J _^ j^ 

must hold, 

whence S, = — 7" . ■°* (6) 

1 +• 

which is the ordinary formula. 

12. — ^The property in (1) can be remembered by the consideration that it 
expresses merely that 

(The annuity for n years, {The sinking fund to create _^ (One year* s 
which £1 taould purehaee) £1 at the end of n years) interest.) 



Notes to the Tontine Chapter, 

The principles referred to therein are simple : — > 

13. — Let T^ = number of persons alive at age x in the Tontine at an epoch 

of division, 

Ig = number at same age in the table of mortality adopted for the 
calculation, 

ix + r.y = atage(x + r.y), 

a = gross sum to be divided at each division after y years. 
Then, by the mortality table, it is probable, that, at the age of x -f- ** • S^i there 
will be Tx . " ^'^ alive to partake of the dividends ; and the share of each 

•X 

a 
would be then «^ The present chance of a single person surviving to 

tx ■{■ r . y 

partake of the r**» division is — 1 

•x 

Example : To determine the chance of a male aged 15 living to the age of 

60. By Table 13, of 34574 males alive aged 15, 18808 live to be 60 years old. 

18808 
Hence the chance required is 0T577 = '544, or the odds are 544 to 456, or 68 

to 57 in iavour of the event 
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14. — If in the course of a Tontine's exbtence, say at age s-\-k, a shareholder 
propose to sell the present value of his probable share in one division (say the 
r'l*) if he survive it, then the purchase money, supposing money discounted at 
i per pound, should be 

-; • , . (the probable amount of his share.) 

U + k (i-fi)*'y-* ^ ' 



- l^ + k (l+,)'-y-* T, + r.y 



ButT, + r.,= 'f±^. T, + » 

tx + k 



.'. Purchase-money = 



Or, the present value of his share in the r^^ division is equal to a, divided by 

the number, who are now alive in the Tontine at the date of the sale, with a 

discount deducted for the (r .y — k) years, which are to elapse before the 

division is to take place ; or it is independent altogether of the probability of sur~ 

viving ij that date. This could be foreseen by the mere consideration, that the 

deduction to be made for the probability of the purchaser losing his money by 

the death of the life involved (if the probable future longevity of each existing 

life be equal as regards their present health) is exactly balanced by the increase 

of the value of his purchase, arising from the probability, that, as one of the 

Tontine survivors, he would become entitled to a much larger sum, by way of 

a a 
dividend, than f^ , viz. ^ ; Or thus, if the property of the Tontine 

'■x + k J-ar + r.y 

were divided, at once, he would get the T« 4. a*** part of it ; therefore the equi- 
valents, which he has for sale, now, must be the T, 4. *'•» part of each of the 
periodic divisions a, which represent the property. The sale of any one tem- 
porary survivorship dividend reversion could be effected without the sale of his 
right to participate in any other divisions. 

15. — If 2 lives be considered, the chance of 2 lives, of equal ages xi , both 
surviving the next division, say in k years, 

The chance of both dying = I 1 — ~l — I 



The chance that of two lives one or other dies = 



/«,+ * . '* +* 



Ixi 



(-'if') 
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If both lives be males and equal 15 and k s= 45, the chance that one will 
live over and the other die before 60, = '544 (1 — '644) = '244 nearly, or 
the odds in favour of the event, that one, and one only, of two lives will die, are 
61 to 189 ; the relative chance of each is of course even. 

The chance of a single male, now aged x, dying between the age of x -f '(i 

'* + », — /« + »3 

and X 4- 'ta is = 1 * 

Example : x = 15 x -f fci = 50 x + 'fa = 60 

/,= 84574 /,+ *,= 23377 ix + », = 18808 

4569 
Probability = = *132 nearly, or the odds are about 33 to 217 in 

favour of the event 



16. — Where it is proposed to make a diminution in the cost of a share, 
because a life older than the minimum age is nominated to a Tontine, or if the 
parties were to wish to estimate at any time the present value of a member's 
interest in the fundamental property of the Tontine, contingent upon his being 
the last survivor, the calculation must include a comparison of the relative 
chance of survivorship which the life estimated has with the others ; but the 
investigation would be too long to be treated of in this Appendix. It may, 
nevertheless, be incidentally mentioned, that in questions of twvivorthipf which 
is to occur in a particular order, so that the survivor may become entitled to 
property, the calculation is very laborious, even in the case of the order of 
survivorship of one out of two lives ; unless their ages be equal, and the relative 
probabilities even. 

For example : Suppose that the chance of a life aged x^ surviving another 
aged x^ be required. For each year the probability would have to be estimated 
of the survivorship occurring in that particular year. Let the year be that in 
which the life x^^ would pass from age x^ •\- k to x^ -^ k -{' 1; then two contin- 
gencies must be considered : either the life x^ may die between the ages (x^ -|- k) 
(x^ -|- fc -|- 1), and the life x^ complete his (x^ + fc -|- !)'•» year, which chances 
would be calculated as in No. 15 of this note ; or both the lives x and x, may 
die in that same year ; the life x^ dying before the life x^ ; which latter contin- 
gency may, with sufficient approximation, be considered as presenting an even 

chance, and measured by i . — = . j— ^ . We say 

'*! ''a 

with sufficient approximation, because the quantity, of which ^ is taken and 
treated as presenting an even chance, is so small, even in the case of questions 
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upon 2 IWes, tm not to produce much effect on the general result afforded hy the 
measurement of the first contingency. 
The present value of a survivorship Reversion, contingent upon a life x^ 

surviving another jr would he the aggregate of the prohahilities of the event 
happening in each year, multiplied by corresponding powers of (1 +0^ 



17. — In problems involving a survivorship of one out of three or more lives, 
the same mode of reasoning must be adopted; but it is important to notice that 
the complex expression, which the investigation would then assume, may with 
safety be materially simplified by neglecting aUt^tthmr those contingencies, 
which cannot affect the main value of the reversion, such as in the instance of 
the second contingency alluded to in the case of only two lives. Even the 
complete formula itself, when practically calculated by any existing table of 
mortality, could only be used by introducing tabular approximations; and it 
would not be difficult to show, that the neglect of unimportant contingencies, in 
the formula for valuing a survivorship reversion on three or more lives, would 
actually tend to correct the errors unavoidably created by tabular i^proxima- 
tions. 
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TABLE L 
Shewing the Decimal conespondiDg to every Penny in the PinauL 



#. d. 


I>eci- 
maL 


#. d. 


Deci- 
maL 


#. d. 


Deci. 
maL 


«. d. 


»eei- 
nial. 


• 

s. d. 


Deci- 
maL 


1 


.004 


4 1 


.204 


8 1 


.404 


12 1 


.604 


16 1 


.804 


2 


.008 


4 2 


.208 


8 2 


.406 


12 2 


.608 


16 2 


.806 


3 


.012 


4 3 


.212 


8 3 


.412 


12 3 


.612 


16 3 


.812 


4 


.017 


4 4 


.217 


8 4 


.417 


12 4 


.617 


|16 4 


.817 


6 


.021 


' 4 5 


.221 


8 6 


.421 


12 6 


.621 


16 6 


.821 


6 


.025 


;4 6 


*.225 


8 6 


.425 


12 6 


.625 i 


16 6 


.825 


7 


.029 


1 4 7 


.229 


8 7 


.429 


12 7 


.629 


16 7 


.829 


8 


.033 


i 4 8 


.233 


8 8 


.433 


12 8 


.633 


16 8 


.833 


9 


.037 


4 9 


.237 


8 9 


.437 


12 9 


.637 


16 9 


.837 


10 


.042 


4 10 


.242 


8 10 


.442 


12 10 


.642 


16 10 


.842 


11 


.046 


; 4 11 


.246 


8 11 


.446 


12 11 


.646 


16 11 


.846 


1 


.050 


6 


.250 


9 


.450 


13 


.650 


17 


.860 


1 1 


.064 


5 1 


.264 


9 1 


.464 


13 1 


*'664 


17 1 


♦.864 


1 2 


.058 


5 2 


.268 


9 2 


.468 


13 2 


.658 


17 2 


.868 


1 3 


.062 


5 3 


.262 


9 3 


.462 


13 3 


.662 


17 3 


'.862 


1 4 


.067 


5 4 


.267 


9 4 


.467 


13 4 


.667 


17 4 


.867 


1 5 


.071 


5 5 


.271 


9 6 


.471 


13 5 


.671 


17 5 


.871 


1 6 


♦.076 


6 6 


.276 


9 6 


.476 


13 6 


.676 


17 6 


.875 


1 7 


.079 


5 7 


.279 


9 7 


.479 


13 7 


.679 


17 7 


.879 


1 8 


.083 


6 8 


.283 


9 8 


.483 


13 8 


.683 


17 8 


.883 


1 9 


.087 


6 9 


.287 


9 9 


.487 


13 9 


.687 


17 9 


.887 


1 10 


.092 


6 10 


.292 


9 10 


.492 


13 10 


.692 


17 10 


.892 


1 11 


.096 


6 11 


.296 


9 11 


.496 


13 11 


.696 


17 11 


.896 


2 


.100 


6 


.300 


10 


.600 


14 


.700 


18 


.900 


2 1 


.104 


6 1 


.304 


10 1 


.604 


14 1 


.704 


18 1 


.904 


2 2 


.108 


6 2 


.308 


10 2 


.608 


14 2 


.708 


18 2 


.908 


2 3 


.112 


6 3 


.312 


10 3 


.612 


14 3 


.712 


18 3 


.912 


2 4 


.117 


6 4 


.317 


10 4 


.617 


14 4 


.717 


18 4 


.917 


2 6 


.121 


6 6 


.321 


10 6 


.621 


14 6 


.721 


18 6 


.921 


2 6 


.125 


6 6 


.326 


10 6 


♦.626 


14 6 


.726 


18 6 


.926 


2 7 


.129 


6 7 


.329 


10 7 


.629 


14 7 


.729 


18 7 


.929 


2 8 


.133 


6 8 


.333 


10 8 


.533 


14 8 


.733 


18 8 


.933 


2 9 


.137 


6 9 


.337 


10 9 


.637 


14 9 


.737 


18 9 


.937 


2 10 


.142 


6 10 


.342 


10 10 


.642 


14 10 


.742 


18 10 


.942 


2 11 


.146 


6 11 


.346 


10 11 


.646 


14 11 


.746 


18 11 


.946 


3 


.160 


7 


.360 


11 


.660 


16 


.760 


19 


.960 


3 1 


.154 


7 1 


.364 


11 1 


.664 


15 1 


•.764 


19 1 


*.964 


3 2 


.158 


7 2 


.358 


11 2 


.658 


16 2 


.768 
.762 


!l9 2 


.958 


3 3 


.162 


7 3 


.362 


11 3 


.662 


16 3 


19 3 


.962 


3 4 


.167 


7 4 


.367 


11 4 


.667 


16 4 


.767 


19 4 


.967 


3 6 


.171 


7 6 


.371 


11 6 


.671 


16 6 


.771 


19 5 


.971 


3 6 


.176 


7 6 


♦ .376 


11 6 


.676 


16 6 


.776 


19 6 


.976 


3 7 


.179 


7 7 


.379 


11 7 


.679 


16 7 


. 79 


19 7 


.979 


3 8 


.183 


7 8 


.383 


11 8 


.683 


16 8 


. 83 


19 8 


.983 


3 9 


.187 


7 9 


.387 


11 9 


.687 


16 9 


.787 


19 9 


.987 


3 10 


.192 


7 10 


.392 


11 10 


.692 


16 10 


.792 


19 10 


.992 


3 11 


.196 


7 11 


.396 


11 11 


.696 


16 11 


.796 


19 11 


.996 


4 


.200 


8 


.400 


12 


.600 


16 


.800 


20 


1.000 



* Example The value of the Decimal .075, is Is. 6d. — .226, is 4$. 6d, 

—.376, is 7s. 6<f.— .525, is 10*. 6(i.— .654, is ISs. Ic?.— .754, is 16». Id.— 
.864, is lis. Ic?.— .954, is 19«. Id. 
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TABLE II. 
(A.) Shewing the turn per Pound to which a Bate of Intereet 

per cent, ie equitfdent. 

§. d. 

2 per cent, interest is equal to nearly 5 in the pound. 
2i „ „ exactly 6 

3 „ „ nearly 7 

4 „ „ „ 9f 

ik » » ,. 11 

5 „ „ exactly 1 ' 

5^ „ „ nearly 1 H 

6 « „ „ 1 2| 

/ « »1 M * ^ 

" »1 n »9 I 74 )» 

^ »1 J9 M 1 ^4 » 

10 „ „ exactly 2 „ 

(B.) 2b calculate the Interest for One Year on any sum. 

If the rate be 1 multiply the sum 1 and the product is th 
2 per cent, j by .02 or -j-^ J interest required. 



»1 



If 21 


» 


by .025 or ^ 


If 3 


»1 


by .03 or y^ 


If 3i 


19 


by .035 or ^ 


If 4 


J» 


by .04 or ^ 


If 4^ 


W 


by .045 or ^ 


If 5 


»> 


by .05 or ^ 


If 6 


)5 


by .06 or ^ 


If 7 


>» 


by .07 or y^ 


If 8 


95 


by .08 or ^ 


If 9 


>5 


by .09 or ^ 


If 10 


• 


by .1 or A 



9) M 

>9 M 



Remark. — To perform the above, it will be remembered that 
to multiply a quantity by a fraction it must be first multiplied by 
the numerator, and then the result divided by the denominator of 
the fraction. The division by 100 can be effected by dividing 
twice by 10. Similarly the other divisors can be separated, and 
the quotient obtained by successive divisions. 

Example. — ^To find the interest for one year, at 34 per cent., 
on £19. 12*. Sd. 

il9. 12. 8 



2)137. 8. 8 
10)68. 14. 4 
10)6. 17. 5A 



Or the Interest required is 13. 8^^ 
}Ss. 9i. nearly. 



900 



togiiMike 



% Table JX. The Anumni 



any number of 
yean 



1 



is equal 
to 



T4AUm.€aM,hymegMscfaief€aawm^Fl9rmmkB,U 



L Table Tin. The prettnt valMe'\ CVrnty diTided by 

of £1 due at the I is equal I theilmanJi^ in Tar- 
end of any number T to I blciii-,of£latthe 
of yearn J Lcndoftheaamctime 

The quotient of : 
(iheAnumMi inTa- 
ble m^ of a tingle 
pound in the same 
time, lesB unity,) 
diTidedby(therate 
of interest per 
pound) involved in 
^ the calculation. 

The quotient of 
unity diminished 
by the present 
value of a single 
pound, (due at the 
end of the same 
tiitie) divided by 
the rate of interest 
1^ per pound.* 

4. Tables IX and X may be calculated from each other, if either be 
known by the ptoperty. CArt. 33 Appendix J. 

that 1 — - . . ^ years 



3. Table X. 



The present value' 
of an Annuity of 
£\ for any number 
of years 



is equal 
to 



< 



Present Value 
of an Annuity. 



less 




Amount 
an Annuity 



equal f 

to "i interest. 



* [The present value required for the division being found from Table iii., 
by the formula of (1).] 
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0.9 






CO 



»4 fl 
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CO 



CO 



p,g 

CO 
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§^C0k0C4O-Hrt4C0aQC0a0O®A0QOCDAe4^^U3OC0 
i-irHC^©^CO^Tt<if550t*b-000>OrHC^^»OCOI^»OW€0 

• ■•••••♦••••••••••••_• ...i __^ ^-? ^^ 

pHrHi-Hr-irHi-Hr-ii-Hi-Hi-Hi-Hi-Hi-Hi-HC4C4G^C^C4e4940ICOCOCO 

S©i-HIQFHNQpi-lQ5bQDQPi-lOiC<ICOCO'1»OOt>.N<Di-lO'^ 
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pHi-ll-HrHp-4l-4l-HrHrHl-4i-H|-Hl-4l-4l-He<l(NC^C^G^e4(NC4G^CO 
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OOi-«p-iC^?lCOCOTt4»Oi3^t*t^00050i-iC^MCO^©t>-00 

• • • • • • • • • » • • • • • • • • • • •^•_*_.i^^ 

f^9B9BSS9SO>iQcoc^^OQ50®050>ooaoi-ir^®brcoflO 
©f-Hi-HC<lC<lC0COTt<'^»O«5^l^0000Oi©i-HFHC<lC0^«5«O 

• •■•'••••■••••••••■•••••ft 

t*<c>«o«5«t2COW<N»5&»oco'«*<t^^a>cfe(NM<ot^F-i050 

C0t^i-Hi3prfg!i^Oi^Oi»Op-ib-C0Q5OC0i-i««5^C0f-ip-i 
OOi-Hi-i5lc'lNc0C0^Tf<»0C050t*00fl00aO©rHC<IC0'<*<U3 

• •••••••••••••••••••••••• 

iMQpt^t^Oic<i5o«oaipHcooD»oco^r>-e5a^pH»e5co 

COl^O^OOC^t>-rH50i-i>Oi-iCDFHb-COOi«52JQO»OCO©OQ5P 
OOi-4rHp-4C4eiCOCOTt4Tt4kO»OCOCOt>ot>oOOO)0)Oi-iC<lC^CO 

• ••••••••••••••••••• _. • • _ • ^" ^« 

co®ocob-rH»Sa>cot^^icpi-H«6i-i®c^t*wai052gp»o<a 
ooi-HpHpHc^c4c^coco'i<^»o»oco<ob-*^ooao5©©f-«c<i 

• •••••••••••••••••••• _i _i _^ _ • 

c^w5oa^Ob5PTt<co^»OQOC<ii>'^o5^cocoQcoeo53co 

pH»-(f-lC<IC^C0e0C0^^«O»0<0«'t*b-CX)Q0050>O 
i^i-Hp-^rHpHpHrHp-^i-HpHpHf— lr-t«-<f— irHi-HrHrHf— If— irHi— iC^(N 

f-lC<ICO^»050t^XO>OrHC^COTt4»O^I^00050r-ieiCO^»0 
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Shewing the Ba^ of L 
equivalent to nominal 
frequent intervals in . 



Nominal 


Eeal yea 




annual rate i — 
per cent. 1 


Yearly. ^ 


B 


3 per cent. 1 


£. 8, d. 
3 


3 


4 per cent. 1 


4 


4 


5 per cent. 


5 


♦5 


6 per cent. 


6 


6 


7 per cent. 


7 


7 


"8 per cent. 


8 


8 



* Example. — If a person r 
annual rate of 5 per cent.^ th( 
investment is &5. Is. 3d. 



Shewing the nominal ant 
which are equivalent to . 
6, Appendix, 



Yearly rate. , Corresponding mom 

OU8 rate. 







£. s 


2 per cent. 


^1.9802 


or 1 li 


3 „ 


2.9568 


2 16 


4 „ 


3.9220 


3 18 


5 y> 


4.8790 


*4 17 


.6 ,, 


6.8268 


6 16 



* Example. — The amount to 
any number of years at yearly in 
to which it would accumulate at 
annual rate of 4tl. 17«: 7c?. per c 
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